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TO ELIMINATE PACIFIC COAST SHIPBUILDING COST 
DIFFERENTIAL 


TUESDAY, APRIL 12, 1960 


Hovuse or REPRESENTATIVES, 
SUBCOMMITTEE ON MercHant MARINE OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 


The subcommittee met pursuant to notice, in room 219, Old House 
Office Building, Hon. T. A. Thompson, presidin 

Present: Representatives Thompson, Ashley, Peis: Tollefson, 
Maillard, and Pelly. 

Present also: Representative Boykin and Representative Shelley. 

Staff members present: John M. Drewry, chief counsel, and William 
B. Winfield, chief clerk. 

Mr. Boykin (presiding). ‘The subcommittee will now take up H.R. 
8093, to amend the Merchant Marine Act, 1936, in order to eliminate 
the 6-percent differential applying to certain bids of Pacific coast 
shipbuilders, and similar and related bills. 

(The bills referred to are as follows:) 


(H.R. 8093, 86th Cong., 1st sess.] 


A BILL To amend the Merchant Marine Act, 1936, in order to eliminate the 6 per centum 
differential applying to certain bids of Pacific coast shipbuilders 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Merchant Marine Act, 1936 (49 Stat. 
1985), is amended by striking out subsection (d) of section 502. 


(H.R. 8205, 86th Cong., 1st sess. ] 


A BILL To amend the Merchant Marine Act, 1936, in order to eliminate the 6 per centum 
differential applying to certain bids of Pacific coast shipbuilders 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress asembled, That the Merchant Marine Act, 1936 (49 Stat. 
1985), is amended by striking out subsection (d) of section 502. 


[H.R. 8288, 86th Cong., Ist sess.] 


A BILL To amend the Merchant Marine Act, 1936, in order to eliminate the 6 per centum 
differential applying to certain bids of Pacific coast shipbuilders 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Merchant Marine Act, 19386 (49 
Stat. 1985), is amended by striking out subsection (d) of section 502. 
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[H.R. 8176, 86th Cong., 1st sess. ] 


A BILL To repeal section 502(d) and a portion of section 509 of the Merchant Marine Act, 
1936, which requires bids by Pacific coast shipbuilders be approved under certain 
circumstances 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (d) of section 502 of 
the Merchant Marine Act, 1936 (46 U.S.C. 1152(d)) is hereby repealed. 

(b) Section 509 of the Merchant Marine Act, 1936 (40 U.S.C. 1159), is amended 
by striking out “: And Provided, That in case a vessel is to be constructed under 
this section for an applicant who has as his principal place of business a place 
on the Pacific coast of the United States” and all that follows in that section 
down through and including “maintains his principal place of business at any 
place on the Pacific coast,” and insert in lieu thereof a period. 


(H.R. 8562, 86th Cong., 1st sess. ] 


A BILL To repeal section 502(d) and a portion of section 509 of the Merchant Marine Act, 
1936, which requires bids by Pacific coast shipbuilders be approved under certain 
circumstances 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (d) of section 502 of 
the Merchant Marine Act, 1936 (46 U.S.C. 1152(d)) is hereby repealed. 

(b) Section 509 of the Merchant Marine Act, 1936 (40 U.S.C. 1159), is amended 
by striking out “: And Provided, That in case a vessel is to be constructed under 
this section for an applicant who has as his principal place of business a place on 
the Pacific coast of the United States” and all that follows in that section down 
through and including “maintains his principal place of business at any place 
on the Pacific coast,” and insert in lieu thereof a period. 


(H.R. 8563, 86th Cong., 1st sess. ] 


A BILL To amend the Merchant Marine Act, 1936, in order to eliminate the 6 per centum 
differential applying to certain bids of Pacific coast shipbuilders 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Merchant Marine Act, 1936 (49 Stat. 
1985), is amended by striking out subsection (d) of section 502. 


(H.R. 9923, 86th Cong., 2d sess.] 


A BILL To repeal section 502(d) and a portion of section 509 of the Merchant Marine Act, 
1936, which requires bids by Pacific coast shipbuilders be approved under certain 
circumstances 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That (a) subsection (d) of section 502 of the 

Merchant Marine Act, 1936 (46 U.S.C. 1152(d)), is hereby repealed. 

(b) Section 509 of the Merchant Marine Act, 1936 (46 U.S.C. 1159), is amended 
by striking out “: And provided, That in case of a vessel is to be constructed 
under this section for an applicant who has as his principal place of business 
a place on the Pacific coast of the United States” and all that follows in that 
section down through and including “maintains his principal place of business 
at any place on the Pacific coast.” and insert in lieu thereof a period. 


[H.R. 9899, 86th Cong., 2d sess. ] 


A BILL To amend sections 502(d) and 509 of the Merchant Marine Act of 1936, relating 
to approval of certain bids by Pacific coast shipbuilders 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (d) of section 502 of the 
Merchant Marine Act, 1936 (46 U.S.C. 1152(d)), is amended by striking out “an 
applicant who has as his principal place of business a place on the Pacific coast 
of the United States (but not including one who, having been in business on or 
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before August 1, 1935, has changed his principal place of business to a place 
on the Pacific coast of the United States after such date) to aid in the construc- 
tion or reconditioning of a vessel” and inserting in lieu thereof the following: “an 
applicant to aid in the construction or reconditioning in a shipyard on the Pacific 
eoast of the United States of a vessel’. 

(b) Section 509 of the Merchant Marine Act, 1936 (40 U.S.C. 1159), is amended 
(1) by striking out: “an applicant who has as his principal place of business a 
place on the Pacific coast of the United States (but not including one who, 
having been in business on or before August 1, 1935, has changed his principal 
place of business to a place on the Pacific coast of the United States after such 
date),”’ and inserting in lieu thereof “an applicant,”’, (2) by inserting “or” im- 
mediately at the end of clause (2), and (3) by striking out the semicolon at the 
end of clause (3) and all that follows down through and including the period 
at the end of clause (4) and by inserting in lieu thereof a period. 


Mr. Boyxrn. Our first witness is Mr. William E. Blewett, Jr., presi- 
dent of Newport News Shipbuilding & Dry Dock Co. of Newport News, 
Va. 


STATEMENT OF WILLIAM E. BLEWETT, JR., PRESIDENT, NEWPORT 
NEWS SHIPBUILDING & DRY DOCK CO., NEWPORT NEWS, VA. 


Mr. Buewerr. Mr. Chairman and gentlemen, I would like permis- 
sion to use exhibits. They go along with my statement. 

Mr. Boyxrn. All right. 

(The exhibits follow :) 
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ExHIBiIT 7 
FLOW OF MATERIALS FROM WEST COAST SUPPLIERS FOR SHIPBUILDING 
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Mr. BoyK1n. You may proceed. 

Mr. Biewerr. My name is William E. Blewett, Jr. I am president 
of Newport News Shipbuilding & Dry Dock Co., Newport News, Va., 
and president of the Atlantic, Gulf & Great Lakes Shipbuilding As- 
sociation. I appear before your committee in support of H.R. 8093 and 
companion bills which would repet al section 502(d) of the Merchant 
Marine Act, 1936, as amended. This section provides that under cer- 
tain circumstances vessel construction contracts to which the Federal 
Maritime Board is a party must be awarded to a Pacific coast ship- 

yard if its bids exceeds the lowest responsible bid of an Atlantic coast 
Shipy ard by up to 6 percent. The only bases for inclusion of this pro- 
vision in the 1936 act when it was enacted were, first, shipbuilding on 
the Pacific coast was practically dormant in 1936 and, consequently, 
of no national defense value. Secondly, Pacific coast shipyards had to 
obtain all of the steel, machinery, and other component parts of vessels 
from the eastern part of the country and the overland freight rates 
on such material prevented the shipyards from submitting competi- 
tive bids. Our counsel are preparing a comprehensive memorandum of 
the legislative history of the original enactment documenting these 
points, and we request permission of the committee to submit this 
memorandum for the record as a supplement to our testimony. (See 
p. LOO. ) 

We intend to show in the course of these hearings that conditions 
have completely changed since 1936 and that neither of these con- 
siderations obtains today. Our presentation is keyed to the following 
points, and exhibits will be offered to substantiate each point: 

I. Today, a strong shipbuilding industry exists on the Pacific coast, 
consisting of almost as m: iny active shipyards as there are on any other 
coast, available to meet national defense needs. Should this situation 
change, the Federal Maritime Board has ample authority through 
allocation under section 502(f). 

II. Today, steel, aluminum, copper, and compent parts are produced 
on the Pae ific coast area at competitive prices. 

III. Even as to components produced and purchased in the East, 
the freight differential is no longer a significant factor of cost. 

IV. Finally, we will demonstrate the 6-percent preference afforded 
to the Pacific coast shipyards destroys completely the integrity of 
competitive bidding and, if continued, will have an adverse effect on 
the entire shipbuilding potential of the United States by forcing ship- 
yards on the other three coasts of the United States to cease bidding 
on Federal Maritime Board construction contracts to which the pref- 
erence applies. 

POINT I 


There is no longer any national defense justification for the 6-per- 
cent preference in favor of the Pacific coast. During the hearings 
prior to enactment of the 1936 act it was stressed that there had been 
no shipbuilding activity on the Pacific coast since the First World 
War. This is shown in the questioning of Alfred H. Haag, Chief, 
Division of Shipping Research, of the Shipping Board, in the hearings 
on March 20, 1935, on H.R. 7521. 


Mr. Wetcu. Mr. Haag, in your answer to Judge Culkin’s question as to the 


ability of American shipyards to construct merchant ships to meet any emergency, 
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are you aware of the fact that not one vessel for either the foreign trade or 
intercoastal trade has been constructed on the Pacific coast since the war? 
Mr. Haaa. I knew of that condition. 


Mr. We tcu. And that shipbuilding for merchant ships has, in fact, become 
a lost art on the west coast? 

Mr. Haag. I knew it had declined very much (pp. 67-68). The national defense 
requirement for a shipbuilding industry on the Pacific coast was the strongest 
argument advanced by the Pacific coast Congressman advocating the preference 
in the same hearings. 


Mr. Haac. From the standpoint of strategy, it would appear there should be 
some yards on the Pacific coast. 


Mr. WetcnH. And the Government should do something to encourage those 
yards as matter of national defense. But the Government up to this time has 
refused every appeal made from California, Oregon, and Washington for a 
revival of shipbuilding on the Pacific coast as a matter of the national defense. 

Mr. O’LeAry. Have you any large yards there now? 

Mr. WeEtcH. Perhaps there is one yard on the Pacific coast where a vessel 
of magnitude or size or importance could be built, and even in that yard they 
would have to build ways at a cost of half a million dollars. In case of emergency 
tomorrow, there is not a shipyard from San Diego to Puget Sound which 
could lay a keel for an offshore vessel (p. 68). 

That was back, gentlemen, in 1935. 

Exhibit 1 which we have here, which is taken from the American 
Bureau of Shipping Record, indicates clearly, gentlemen, what has 
occurred. 

In 1936, the west coast had 3 yards with 12 ways. We come into 
1959 and here is the west coast with 7 yards with 29 ways. The east 
coast in 1936 had 8 yards with 54 ways. We now have on the east 
coast 9 yards but the ways number has decreased to 49 ways. On the 
gulf coast we had 2 yi ards with 7 ways in 1936, and it is now 5 yards 
with 19 ways. In the Great Lakes we had 6 yards with 16 ways in 
1936 and they have gone up to 4 7 yards and 15 ways. 

We bring in the Great Lakes today, gentlemen, because of the 
St. Lawrence Seaway and it is evident that they will be competitive 
in merchant work as well as the east or west or gulf coasts. 

Mr. Petty. Mr. Chairman, may I ask a question ? 

Do those graphs include public as well as private yards ? 

Mr. Biewertr. Those are private yards. Public yards, did you say, 
Mr. Pelly ? 

Mr. Petty. I mean public naval shipyards. 

Mr. Biewerr. No; they do not include naval shipyards. 

Our remarks are confined to merchant work and not to naval work 
in this brief that Iam giving you here. 

Mr. Petty. But the basis of this differential was national secur ity; 
was it not ? 

Mr. Buiewetr. The basis of the differential applied to merchant 
work not to naval work. 

Mr. Petiy. I thought it was national security. 

Mr. Birwerr. That might have been the basis for it at that time 
in 1935 when they did not have any ways, not a shipyard from San 
Diego to Puget Sound. Now that situation has changed. 

The same is true as to the actual Federal Maritime Board ship 
construction in the shipyards of the country today. Exhibit 2 reveals 
that there is presently under construction in the Pacific coast yards 
about 36.5 percent of the Board’s vessel construction work, although 
the Pacific coast is only one of four coastal areas of the United States. 
This striking fact alone shows the lack of need for the 6 percent prof- 
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erence. Exhibit No. 3 illustrates the situation even more graphically 
by showing the amount of the work on the Pacific coast as compared 
to the work in the yards on each of the other three coagts. This shows 
7 shipyards with 15 ships under contract as opposed to 9 shipyards 
on the east coast with 18 ships under contract; 5 shipyards on the 
Gulf coast with 8 ships under contract; and 7 shipyards on the Great 
Lakes with nothing under contract. 

From these exhibits there can be no doubt that. the shipyards on 
the Pacific coast are actively in operation today as compared to 1936 
when there was practically no activity. Furthermore, these active 
yards on the Pacific coast afford a base which can be expanded to 
fully meet national defense needs of the United States. We all know 
that the reserve yards on the Pacific coast can be quickly reactivated 
in the event of an emergency and that additional ways can be con- 
structed in the existing yards almost immediately. The ability and 
skill of the Pacific coast shipbuilding industry to rise to the occasion 
and meet national defense needs is illustrated by exhibit 4 which 
shows the comparison of the vessel tonnage constructed in the Pacific 
coast yards and in the other yards of the United States during both 
of the World Wars. 

In World War I, the Pacific coast constructed 35 percent of the 
merchant tonnage. The east coast, gulf, and Great Lakes constructed 
64 percent, but, 1f you look over here in World War II, that percen- 
tage has changed quite considerably by as much as nine points where 
they constructed 44 percent and the gulf and east coast, New England 
and the Great Lakes constructed 55 percent. They came up exceed- 
ingly in the construction in their help in World War II over what 
they did in World War I. 

I call your attention to the fact that while there was practically no 
shipbuilding on the Pacific coast in 1936, the industry was able to 
expand to the extent that in World War II over 40 percent of the 
war-built vessels were constructed in Pacific coast. yards. Even more 
impressive is the fact shown in exhibit 5 that the Pacific coast yards 
produced Liberty-type vessels at a lower cost than the yards in any 
other area. 

Here is the lower South which produced the Liberty ships, 657 of 
them, at $1,954,000. The rest of the yards, which included the East 
coast from North Carolina up produced them at $1,761,000 and the 
Pacific coast produced these ships at $1,737,000. In other words, 
taking this as the three charts combined and combining the yards 
other than the Pacific coast, it was $1,853,000 as against $1,737,000 
for the west coast. In other words, during World War ITI they pro- 
duced ships without any 6 percent subsidy cheaper than we could 
build them on the east coast. 

On the basis of this record of ability to expand and productive 
capacity at competitive cost, it cannot be validly argued today that 
the Pacific coast shipbuilding industry needs any preference in bid- 
ding or other artificial incentives to meet the national defense needs 
of the United States. 

POINTS II AND III 


In 1936 there was no steel produced west of the Rocky Mountains. 
Today, over 9 percent of the ingot ton capacity of the United States 
is located west of the Rockies. Significantly, the percentage of the 
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overall steel production in the United States which is used in ship- 
building (both Navy and commercial) and marine equipment is only 
1.4 percent of total production. Therefore, it is clear that while the 
west coast had no steel production in 1936, it is capable today of pro- 
ducing all of the steel required for shipbuilding in the entire United 
States. 

The same situation exists with respect to other materials and com- 
ponent parts used for shipbuilding. Exhibit No. 6 shows the tremen- 
dous overall growth in manufacturing activities on the west coast 
since 1939. In 1936 the Pacific coast area was primarily an agricul- 
tural, forestry and mining economy. During the intervening years 
its population g growth and industrial development has been far out of 
proportion to the rest of the country. It is my understanding that as 
of March 1, 1959, the State of California alone has about 26 percent 
of all Federal Government military prime contracts, although it is 
only 1 of 50 States, and I am sure that all of those contracts were not 
subsidized by 6 percent either. 

In this chart we show what the establishments were in 1939, the 
employees and the payroll. The number of establishments are more 
than double. The employees have gone pretty near three times and 
the payroll is up from $764 million to $6,224 million. 

In 1936, virtually all component parts for vessel construction were 
produced in the eastern part of the country and transported to the 
Pacific coast. Today, not only are a large proportion of such compo- 
nents produced and delivered on the west coast at competitive prices, 
but they are actually purchased from Pacific coast suppliers by 
shipyards in the eastern part of the country at prices lower than quoted 
by local suppliers. This dramatic change in the flow of materials is 
illustrated by exhibit No. 7, which has been prepared from actual 
purchases made by shipyards on the Atlantic and gulf coasts and the 
Great Lakes. 

You have seen these charts before, they merely show where we 
buy a lot of our material coming out of the west coast. At Newport 
News we buy a lot particularly down in this San Francisco area, and 
the other yards do the same. 

We have found that it is much more expedient to buy some of our 
deck machinery from the northern part of the west coast than from 
the old line manufacturers that used to exist or do still exist in the 
East. 

Finally, even as to materials purchased by Pacific coast yards in the 
eastern part of the United States, the freight rate differential is no 
niger significant. Exhibit No. 8 contains copies of letters from Gen- 

ral Electric and W estinghouse, major suppliers of turbines, gears, 
machinery and electrical apparatus which are used in vessel construc- 
tion, which show that the delivered price to all yards furnished by these 
two companies is the same sadn of point of destination in the 
United States. 

Further, Westinghouse has established a turbine plant at Sunny- 

vale, Calif., and when shipyards in the eastern part of the U nited 
States place an order for propulsion machinery, this equipment may 
be delivered from any of the Westinghouse plants, including Sunny- 

vale. Westinghouse says all their goods sold have been point of 
shipment with freight prepaid and allowed the first destination in the 
continental United States. 
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Exhibit No. 9 is made up of excerpts from sales booklets of other 
suppliers which show that freight absorption is a common practice 
among suppliers. 

We have picked these out at random. They are hard to read. Here 
is the Merchant-marine Propulsion Co., the Ohio Injector Co., West- 
ern Insulated Wire Co., the Louis Allis C 0., Scovill Copper T hread- 
less Pipe, et cetera. This will give you an idea of what they are 
doing in the west f.0.b. shipyard so that your situation, which existed 
in 1935, no longer exists in the year 1960. 

To demonstrate the change in the freight rate differential situation, 
we have prepared exhibit No. 10 which shows the disadvantage the 
Pacific coast yards suffered in the delivered cost. of steel in 1936, but 
shows that today, because of the steel production in the Pacific coast 
area, the differential has been reduced to an insignificant percentage. 
This is one reason for your differential. 

In 1936 prices were based on Pittsburgh and it cost them about 26.93 
percent more to get steel from Pittsburgh to Los Angeles than for us 
to get steel from Pittsburgh to Newport News. You come to 1960 and 
it is quite different. 

This, incidentally, gentlemen, is plates. We had to differentiate 
because there is a difference in freight rates. You can see that the 
differential is only 1.79 percent. Only 10 percent of the ship’s cost 
is in steel, so that you have the difference in costs of your steel which 
is one-tenth of 1.79 or 0.0179 as your freight differential which in 
effect is not within the degree of accuracy “of any estimate for any 
vessel. 

Finally, to indicate the full impact of the elimination of all of the 
disabilities to which the Pacific coast yards were subject in 1936, 
exhibit No. 11 shows that, taking a vessel of the type now being con- 
structed under the Federal Maritime Board program and breaking 
down the vessel into the major component parts, the materials which 
go into the construction of the vessel can be obtained on an overall 
basis as ¢ heaply by the Pacific coast yards as by yards in the eastern 
part of the country. The insignificant difference in the delivered 
cost of steel and boiler which is paid by the Pacific coast yards is 
balanced out by the difference in their favor in the delivered prices of 
deck machinery, steering gear, and lumber. We have indicated the 
major components going into a ship here and the only two that we 
can find where there is any differential at all in west coast over the 
east coast is in boilers because the boiler people ap pear to be on the 
east coast and they do not ship f.o.b. point of destination. 

The steel, as I just mentioned, is 0.12 percent more in material 
cost for a ship built on the west coast than here. Lumber is 28 
percent cheaper and a number of yards have been buying all their 
deck machinery from the west coast. 

We can give you the prices on it, the pr ices quoted, and you can see 
the difference in cost and how much cheaper they are on the west 
coast than right here in the East. Lumber is much cheaper. We at 
Newport News buy our lumber by the shipload and have it brought 
around in shipload lots, Oregon pine from the west coast. 

This, I think, demonstrates that the Pacific coast shipyards no 
longer labor under any disadvantage and should therefore enjoy no 
preference in competitive bidding. 
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POINT IV 


The effect which the 6 percent preference has had upon the com- 
petitive bidding and which it will continue to have if retained in 
the law will be more completely covered by other witnesses from other 
shipbuilders. However, I would like to point out that as a result 
of the inequitable situation faced by Newport News in the award of 
the American Mail Line contract to a Pacific coast shipyard, it was 
necessary for us to give very serious consideration as to whether 
Newport News would respond to the invitations of the two other 
Pacific coast operators which were issued after the American Mail 
Line award. 

That completes my testimony, gentlemen. I rather skipped over 
some of it. You have it on file, I think. 

Mr. Tuompson (presiding). We appreciate the clarity with which 
your statement was presented. It was the most clear statement I 
think I have ever heard. 

Mr. Biewetr. Thank you. 

Mr. Boyxrn. I think it was a very clear statement and should have 
been made several years ago. 

Mr. Tuompson. This subcommittee is going to hear all the witnesses 
who are going to testify, both opponents and proponents of the legis- 
lation. We do want to hear all witnesses. 

Mr. Tollefson ? 

Mr. TotteFson. As I understand your position, it is that the picture 
with respect to shipbuilding today is different than it was in 1936 
and therefore the philosophy of the 1936 act does not or should not 
apply ? 

Mr. Biewerr. That is right, sir. 

Mr. Touierson. Do I gather from that that you might have sup- 
ported the philosophy back in 1936 because there was a differential in 
the material costs ? 

Mr. Biewerr. To be perfectly honest with you, I do not think we 
would have supported that philosophy. 

We would have liked to have had a 6 percent differential but we 
would not have opposed and did not oppose it, to my knowledge. 

Mr. ToLLerson. Suppose the shoe was on the other foot in 1936 
and it did actually cost the east coast yards 6 percent more to build 
a ship than the west coast yards. Would you then have supported 
legislation to give you relief / 

Mr. Brewerr. I do not know how to answer that question particu- 
larly as this relief was based on defense purposes and there were ship- 
yards in the east coast which were capable of ve the marine 
work or the construction work for defense purposes. I do not see 
how we can put the shoe on the other foot legitimately or even 
theoretically. 

Mr. Totterson. I had no difficulty doing it. I grant you that you 
had yards but, just assuming that those yards could not compete with 
west coast yards because the cost of the material to you was higher, do 
you think that it would have been in the interest of national “defense 
that the yards on the east coast and the gulf coast be kept in being? 

Mr. Biewerr. I will go along with you to the extent that, if the 
costs on the east coast were way in excess of those costs on the west 
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coast back in 1936, that it might have been reasonable to do it; but I 
cannot agree basically as an individual and a citizen of the country 
that one “section of the country should be subsidized over another 
section of the country and, if I was president of the yard in 1936, I 
do not think I would have asked for a 6 percent subsidy. 

Mr. TotteFson. In other words, you do not believe that it is essen- 
tial that we have shipyards on all coasts ? 

Mr. Brewerr. I think you can get shipyards at any time on all 
coasts in a short period of time. We built shipyards during the World 
War II period in a matter of months. You do not have to have the 
play primed for years before you come in with a backdrop of an emer- 
gency to have your shipyards. 

As we have said in this statement, these reserve yards can readily 
be put into action. We built North Carolina in a few months. 

Mr. Totterson. You take the position that, if an emergency comes 
along and there are no shipyards say, on the west coast, or the gulf 
coast, that the Government can quickly build yards and build ships? 

Mr. Biewerr. That is very possible; yes 

Mr. Totierson. Are you familiar with the fact that in World War 
I, for instance, we had a hurryup shipbuilding program and the best 
figures that this committee has been able to obtain were to the effect 
that this shipbuilding program cost us about $4 billion and that we 
could have built those same ships during peacetime for one-fourth of 
that amount; and let me follow that up with one statement. With re- 
spect to World War II, we spent, according to hearings held in this 
committee just prior to the year I came to C ongress, in cost of emer- 
gency ship construction in World War IT, $14 billion, and those same 
ships could have been built for about $4 billion in peacetime. 

Mr. Biewerr. I cannot refute your figures but I think that is prob- 
ably why the Maritime Administration has a long-range program 
which Congress is not going along with, to prevent just that situation. 

Mr. Totrerson. In other words, the long-range program of the 
Maritime Administration is to keep yards active. 

Mr. Biewerr. And to build during peacetime so that when you 
come to emergency you do not have to go into this rapid building; but 
it can be done. 

Mr. Toiiterson. Does not the Navy have a very similar philosophy ? 
They maintain naval yards on the east and west coasts and allocate 
work to keep them active irrespective of the coasts. 

Mr. Biewerr. I do not know what the Navy yards do but, of course, 
the Navy yards are basically found for repair v work, emergency repair, 
battle damage, and they keep them active, yes. They are all civil 
service people. But if you examine the cost of naval ships built in 
naval yards as compared with those built in private yards, you will 
find that there is quite a difference and it certainly does not pay to 
subsidize naval yards. 

Mr. Totterson. We were talking about the philosophy of the 
Navy and the philosophy of the Maritime Administration. Would 
you agree that both apparently believe that there ought to be ship- 
yards, whether naval or private yards, on all coasts? ‘Ts that not the 
effect of their philosophy? The Navy has shipyards on all coasts, 
that is on the west coast and east coast. 

Mr. Brewerr. Mr. Tollefson, there is also an awful, lot of differ- 
ence in building a naval ship or a merchant ship. 
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You can throw merchant ships together and you can build a yard 
in a short time, train your men in a short time to build a merchant 
ship like the Liberty ships were, whereas you could not do the same 
thing with a naval ship. 

Mr. Totierson. We are talking now not about the difference. 

Mr. Brewerr. That is what I am talking about now. 

The Navy has to maintain a backlog of “skilled men for naval work 
where you do not have to have that same backlog for merchant work. 

Mr. Totierson. The point I was endeavoring to elicit from you 
was this: Is it not apparent to you that the Navy believes it essential 
to keep naval shipyards on both coasts ¢ 

Mr. Brewett. I assume it is because they have a fleet on the west 
coast, too. 

Mr. Totuerson. I think you, in effect, so stated that it is evident 
to you that the Maritime Administration had a similar policy that 
they felt there ought to be private shipyards on all coasts, commer- 
cial yards. 

Mr. Biewerr. They can keep those shipyards there if they want 
without this 6-percent differential. 

Mr. Totierson. Aside from that. 

Mr. Buiewerr. They can go to allocation under the contract. If 
they think the shipy swils are going to pieces on the west coast and 
there is not any work out there they can allocate work out there if 
you fellows have plenty of money to spend. 

Mr. Totierson. Under what law could the Maritime Administra 
tion allocate? 

Mr. Biewerr. They can do that under 502(f) of the act of 1936 

Mr. Totrerson. I believe you are incorrect. There is no authority 
under the law for the Maritime Administration to allocate work ex- 
cept by a use of the differential. 

Mr. Brewerr. No. I think they can. 

Mr. Tuompson. Mr. Tollefson, was not there some allocation made 
to the Quincy, Mass., shipyards at one time? 

Mr. Biewert. There has already been an allocation made. 

Mr. Totterson. The point is that we are talking about the philoso- 
phy of the Navy and the philosophy of the Maritime Administration. 

Mr. Biewerr. What I am saying to vou is that the Navy work is 
very different than the Maritime work. You can build a shipyard 
very rapidly to build cargo ships but you cannot build a shipyard 
and train employees to build or repair some of this complicated Navy 
work that we have today. 

Mr. Torterson. You are ignoring my question, Mr. Blewett. I 
am talking about the philosophy of the Navy and the philosophy of 
the Maritime Administration. Do you know whether either of them 
have a philosophy as regards dispersal of yards? 

Mr. Briewerr. I suppose the Navy has a philosophy to that effect 
because they have fleets dispersed all over the world. . 

Mr. TotieFson. Do you know whether the Maritime Administra- 
tion has a philosophy or policy with respect to maintaining yards 
on the west coast or east coast ? 

Mr. Biewertr. I suppose they do. 

Mr. Totierson. That is quite evident, is it not ? 

Mr. Briewerr. Sure. 
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Mr. Totierson. Why avoid the question, then ? 

Mr. Buiewerr. Nobody is avoiding the question but I was trying 
to impress on you, Mr. Tollefson, that there is quite a difference in 
building naval ships and building cargo ships. 

Mr. Totterson. I think most any youngster would know that, Mr. 
Blewett. 

Now you made reference to your charts in which you point out that 
as of this moment a certain amount of work is being done in west 
coast yards. Could you tell me how much of that work is in west 

coast yards because of the 6 percent differential allocation by the 
Maritime Administration ? 

Mr. Brewerr. The American Mail and the Pacific Far East, I 
think, were the only two. 

Mr. Totterson. How many vessels are involved there? 

Mr. Brewerr. Now there has always been quite a bit of conver- 
sion work done on the west coast. 

I do not know whether that came under the 6 percent differential 
or not. 

The Maritime Administration would be much better to answer that 
question. 

Mr. Totterson. Included in your chart are these contracts which 
were awarded to west coast yards because of the 6 percent differential. 

Mr. Biewerr. Some of them, and some of them not. 

Mr. Totierson. I was asking you if there are any of the 6 percent 
differential ships being built there. 

Mr. Brewetr. I think there are five ships being built there at this 
time. 

Mr. Totterson. How many ships are under construction on the 
west coast at the present time ? 

Mr. Brewert. There are 15 under contract. 

Mr. Totterson. Fifteen. You say that 38 percent roughly of the 
ship construction in the United States now is being done on the west 
coast ? 

Mr. Buiewertr. Maritime. 

Mr. Totierson. That is at this moment ? 

Mr. Biewett. The Maritime contracts; yes, sir. 

Mr. Totierson. There are seven yards on the west coast, nine on 
the east ? 

Mr. Biewetr. That is right. 

Mr. Totterson. And five on the gulf? 

Mr. Briewetr. That is right. 

Mr. Torterson. You also listed in your chart the lakes yards as 
being yards that will be competitive in the future. 

Mr. Buewetr. That is right. 

Mr. ToiiErson. But eliminating the lakes yards, you have 21 ship- 
yards of which the west coast has 7? 

Mr. Biewett. No, we have 14. 

Mr. Totterson. And seven on the west coast ? 

Mr. Biewert. Twenty-one, that is right. 

Mr. Totuerson. So that they have a ‘third of those yards, 3314 per- 
cent approximately ? 

Mr. Biewetrt. That is right. 
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Mr. To.tLerson. Now, coming to this steel matter, they do have a 
steel mill out in the West which provides, I think you-said, 9 percent 
of the steel in the United States? 

Mr. Buiewerr. That is right. 

Mr. Totierson. Do you know whether or not all of that steel is 
available to west coast shipyards? 

Mr. Biewerr. I think it is, sir. I think Kaiser mills have a yard 
just outside of San Francisco, and then the corporation has a yard 
up at Geneva. I think they both sell at the same price in the San 
Francisco-Los Angeles area. 

Mr. Totierson. It is your impression that all of their production 
is available to the shipyards ? 

Mr. Buewetr. Yes, sir. 

Mr. Totuerson. One of your charts showed that east coast yards 
purchased quite a quantity of items from the west coast. Could you 
give us a percentage figure? What percentage of the parts does your 
yard buy in the west coast ? 

Mr. Biewert. Sir, some of the witnesses that will follow will give 

you more accurate information on that than I have. 
* I thought perhaps you might ask that question so that I gathered 
up that, on a recent submarine that we are constructing, we bought 
from the west coast about 10 percent of the costs of the material on 
that ship. We bought that from the west coast. 

Now freight ships, which some of our competitors on the east 
coast have been constructing, I think have bought larger percentages 
in that they have gone to the west coast for deck machinery, and so 
forth. 

Mr. Totxierson. I think that is all. 

Mr. Tuompson. Mr. Blewett, at this point, did I understand your 
statement to indicate that you would not be against the Government 
keeping shipyards alive on the west coast in the event of emergency 
but that your position is then that if they are to be kept open they 
should not be kept open at the expense of the few shipbuilding com- 
panies on other coasts but rather, if it is a national defense matter, 
the cost of it should be spread over all taxpayers? Is that your 
position ? 

Mr. Biewerr. Mr. Chairman, that is quite right, but I would go 
further to say that the shipyards on the west coast today can keep 
themselves open. They can build, construct, just as cheaply as we 
can on the east coast and they can bid as low as we can today on the 
east coast and they can struggle to keep themselves open like we are 
struggling to keep ourselves open without giving them any 6-percent 
differential. 

Mr. THompson. You mentioned your purchases by the shipload of 
Oregon pine. If there is a 27-percent saving on the west coast in 
the production of pine, then, following Government philosophy or 
policy of such subsidization in shipbuilding, would it not follow that 
it would be just as reasonable to subsidize the growing of southern 
pine in order that they could compete with Oregon pine that we are 
all buying? 

Mr. Brewer. Certainly. In the United States the shipbuilding in- 
dustry is the only industry that I know that is subsidized in one sec- 
tion of the country over another. 
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If you start subsidizing all industry because of their physical or 
geographical location or defense features or anything else, I am 
afraid you are going to have a lot of legislation to handle. 

Mr. Tuomrson. Our Government is subsidizing agricultural prod- 
ucts. Cotton is being raised in California cheaper than in the south- 
ern areas but there is no difference in the subsidy. 

Do you have any questions? . 

Mr. Asutey. No; I have no questions. I was very impressed with 
your graphic presentation, Mr. Blewett. 

As a representative from the Great Lakes area, I might just say 
that on the basis of your presentation it would appear to me that, if 
any area of the country is in need of a little assistance, certainly of the 
nature that we are discussing this morning, it would be the area that 
1 represent. 

Let me tell you that I agree emphatically with the position you have 
taken. If anything is clear, it is that the situation today is different 
than it was in 1936. 

I think you have rendered a very fine service this morning. 

That is all. 

Mr. Tuompson. Mr. Mailliard ? 

Mr. Maruuiarp. Mr. Chairman. 

I would like to ask a few questions on these charts of yours. Start- 
ing with exhibit 1 and going particularly to the Great Lakes, you 
have a note saying Great Lakes yards could not build oceangoing ships 
in 1936. I realize that they can get oceangoing ships out the St. 
Lawrence Seaway, but have they any facilities to build them? 

Mr. Biewertr. Yes,sir. They can build them. 

Mr. Matiiiarp. Are they bidding on these contracts? 

Mr. Biewerr. You will have a representative from the Great Lakes 
before you and he can give you more accurate information on that 
score, Mr. Mailliard, than I can but I think they have been watching 
the bids very closely and studying the bids with the idea of coming 
into it. They are very much handicapped on the Great Lakes by your 
iced-in season. 

Mr. Mariiarp. I was really just trying to get your opinion to orient 
this thing as to, when we are talking about facilities and percentages 
and so forth, just where the Great Lakes ought to figure as to their 
capability. 

Mr. Biewerr. I think you will find in the future that the Great 
Lakes will be a factor in building merchant ships. They are in naval 
ships right now. 

Mr. MaruyiArp. Of smaller size? 

Mr. Biewerr. That is right, smaller size. But your freight ships 
are not large, you know. They can come through the canal all right. 

Mr. Mariuiarp. They can come through but are we not building 
some that are of great depths? I guess they could come through 
empty. 

Mr. Biewerr. That is right. I understand that the Great Lakes 
have bid. 

Mr. Mariuiarp. They have been bidding? 

Mr. Buiewert. Yes. 

Mr. Mattuiarp. May I say that I think you have made a very effec- 
tive presentation of your position here. 
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Going to exhibit No. 2, just to clear up these questions in my mind, 
when you take the 15 ships under contract on the Pacific coast and the 
26 under contract in the others, I gather that the Great Lakes can just 
as well be kicked out of there. 

Mr. Buiewerr. Yes, they are not in there. 

Mr. Matuurarp. So what we are talking about, as Mr. Tollefson 
pointed out, is about 14 yards on the east and gulf and 7 on the west 
coast. That is about 2 to 1,so that the present situation is within a few 
percentage points of being equitable distribution, is it not ? 

Mr. Biewert. That is right. 

Mr. Matritrarp. If you knocked out the 6 percent you would immedi- 
ately knock out five ships on the west coast, would you not ? 

Mr. Biewerr. You would, but, if you did not have the 6 percent in 
there, those 5 ships might still have gone to the west coast because I am 
maintaining that the west coast is able to bid just as low as the east 
coast is able to bid today. If I was sitting down and making up a bid 
and knew that I had a 6-percent differential, I would consider that in 
making the bid. 

Mr. MariurArp. Yet, is it not true that on the vessels on which the 6 
percent would apply that the bids do not show that the figures are at 
all out of line with bids on similar vessels where the 6 percent does 
not apply ? 

Mr. Biewert. Well, bidding on a ship is not an exact science and in 
several places the west coast has underbid the east coast, just under- 
bid them without any 6 percent differential at all. 

Mr. Marurarp. In how many instances? I can remember one or 
two. 

Mr. Biewerrt. In six cases. Well, Puget Sound, of course, underbid 
on the APL but they withdrew their bid. 

Mr. Matitarp. That does not look like a very valid bid because 
they paid a terriffic penalty to withdraw it, so that something went 
wrong with their pencils or adding machines or something. You can 
forget that one. 

Mr. Biewertt. National Steel for the American Export Line under- 
bid. They were $10,894,000. There were four ships. 

Mr. Marurarp. I remember that one. 

Mr. Biewetrt. Then, of course, Bethlehem underbid everybody on 
APL. 

Mr. Mariu1arp. That was with the 6 percent, I believe. 

Mr. Biewerr. That was the nonresponsive bid. The Maritime Ad- 
ministration finally threw Bethlehem out and gave two of the ships, 
I think under that other section, Mr. Tollefson, in Merchant Marine 
Act, to National Steel and two to New York Ship. 

Mr. Totierson. I had forgotten about that section. 

You are correct. 

Mr. Mariurarp. The only one of these Maritime contracts that I 
can ever recall a west coast builder being the national low bidder and 
actually getting the contract on that basis was the National Steel- 
American Export ships. I would like to see them do it, I might 
say. 

Mr. Briewrrr. Recently Puget Sound was low bidder on these 
DDE’s that they are bidding up there on all of 32 bidders. 

Mr. Matiurarp. I was speaking of Maritime contracts. I do not 
know what they have done on naval vessels. 
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Mr. Buewerr. They are low bidder on the naval work. 
I think there are others that. were low bidders but, if you notice, the 
west coast prices are right close to the east coast prices, so close that 
they are not within the degree of accuracy of the estimate. 

Mr. Mamu1arp. What I am getting at is, is there any evidence from 
examining -the bids that would indicate that the west coast bidders 
are any less competitive when the particular bid involves the 6 per- 
cent than when it does not involve the percent ? 

Mr. Biewerr. I do not know that you can say they are. They are 
competitive at all times. The American Export Line did not involve 
a 6 percent differential. 

Mr. Maruui1arp. That I realize, but you suggested here a moment 
ago that had there been no 6-percent differential that these five ships 
might still have gone to the west coast bidder. 

Mr. Biewerr. Surely. 

Mr. Matti1arp. Which is an implication at least that the west coast 
bidders take advantage of this 6 percent and bid higher than they 
would otherwise. 

Mr. Biewerr. You could not help but do that. If you were making 
a bid yourself and you knew you had a 6-percent advantage over an 
east coast yard, you would certainly have that in the back of your 
mind when you were making up the figures on it. 

Mr. Mariarp. Yet over the years there have been very few alloca- 
tions under that 6 percent. 

Mr. Biewerr. I know that but just the same there have not been 
so many ships that have come out where the 6 percent applies. There 
have not been many ships coming out where the 6 percent applies at 
all. 

Mr. Matturarp. But on some of those that have come out where the 
6 percent applies, there was no Pacific bid that was within 6 percent 
and they were built on the east coast. 

Mr. Biewerr. I do not know anywhere the 6 percent applies that 
are being built on the east coast except this last States Steamship 
Line that we took. 

Mr. Marxr1arp. No one on the west coast bid within 6 percent of 
you on the contract ? 

Mr. Biewerr. That is right. 

Mr. Matiurarp. They are pretty hungry for business. 

Mr. Buiewerr. That is right. We are all hungry for business. 

Mr. Mariur1arp. I gather that from the way they talk to me and I 
would think that this would be a pretty fair indication that they can- 
not take a chance on fudging on the 6 percent. You fellows are sharp 
and they have to figure the best price they can regardless of the 6 
percent. 

Mr. Biewert. At the same time that 6 percent is a factor. We are 
maintaining that they do not need the 6 percent to be competitive 
with us. In their material costs when they come through they will be 
within the degree of accuracy of an estimate as to what our costs will 


Mr. Mariirarp. What about their labor costs ? 
Mr. Biewerr. Their labor costs are not much different today. 
Mr. Matiirarp. They are different ? 
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Mr. Biewerr. I imagine they are different. We are unable to bring 
them up but I have some of our recent labor costs which look to me as 
though the east coast is going ahead of the west coast. We have 
curves on the labor situation, if you want to get into it, but I did not 
think you were subsidizing labor on the west coast to start with. 

Some of our labor on the east coast—Avondale today has gone to 
$2.98 which is well above, I think, what they have on the west coast. 

Mr. Maru1arp. You do not have any comparable figures on the 
labor costs such as you have produced here as far as material is con- 
cerned ¢ 

Mr. Buiewerr. If you are really interested in the labor cost situa- 
tion, we will see to it that. one of our other witnesses puts it on chart 
form and can explain it very thoroughly to you. 

Mr. Maii1arp. What percentage of the cost of building a ship is 
labor, generally speaking ? 

Mr. Buiewerr. I think labor would run about 40 or 45 perc ent of the 
cost of the ship. It all depends on what they call it. Each shipyard 
is different as to what they put in the labor. Some put in their 
foremen or leading men as labor and others do not, so that you 
have to be careful as to who is included in the labor percentage. 

Mr. Maruurarp. It would seem to me that, if we are trying to ex- 
amine the merits of the 6 percent and you clearly are going to the 
merits of it, that you ought to give us the whole picture. 

Mr. Biewerr. We will give you the whole picture. 

Mr. Tuomeson. Mr. Mailliard, if you will yield, in the interest of 
time, could we not put these questions and have them answered later 
by other witnesses ¢ 

Mr. Marut1arp. If the gentleman does not. have the information we 
certainly should get it later. I think we should have it. 

Mr. Tuompson. I would think that the legislative history on this 
legislation would indicate that labor was not a consideration in the 
original legislation. It was a differential in transportation and other 
costs. 

Mr. Marurarp. That may be true. 

Mr. Buewerr. That is why I did not come prepared with the labor 
statement, because it was not considered originally in 1936. 

Mr. Maruuiarp. But I think we are t: aking a fresh look at this thing 
as a matter of national policy. You come ‘here and show us that the 
situation has changed, and certainly I think we would all grant, that. 
One very definite proof of that is that it was not until 1953 or there- 
abouts that the first contract was ever allocated under this provision. 
It took nearly 20 years before the situation was such that the 6 percent 
ever came into operation in any contract of any kind. Now, when you 
show that under present policies, whatever they may be, it looks as if 
we have a somewhat equitable distribution of the work; probably for 
the first time in peacetime in the history of the country, the 6 percent 
is one of the factors that is producing the current equitable situation. 

I am trying to find out if you remove it, what will be our position 
with this enormous amount of money that we are spending on ship- 
building subsidy the only justification for which is national defense 
and, in my opinion, national defense is not served and the money is not 
justified unless it is somewhat equitably distributed on the basis of 
mobilization requirements. 
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That is the basis in the law now. We have to change it if we are 
going to take any other position. 

Your contention has a lot of validity with me if you can show that; 
if you knock out the 6 percent, we would still have a sound and equit- 
able distribution of work for national defense purposes, but the figures 
you show us, I think, do not indicate that. 

Mr. Buewertrt. I think the figures do. 

Mr. Mariurarp. If you take away the 6-percent contracts, you—~ 

Mr. Buiewerrt. If you took away the 6-percent differential, you 
would find the west coast just as competitive as any of the east coast 
yards are among themselves, or the gulf coast. The costs are no higher 
than our costs, and as existed during the war as I showed you here, 
during World War II they built ships cheaper than we could on the 
east coast. 

Mr. Mariiarp. Let us go to that point. You mentioned Liberty 
ships. 

Mr. Tuompson. Mr. Mailliard, could you yield in the interest of time 
since there are only 5 minutes left and two members have not had an 
opportunity of questioning this witness ? 

Mr. Pretty. Can we have this witness again some other day ? 

Mr. Tuompson. Certainly. 

Mr. Petty. Why cut Mr. Mailliard short? 

Mr. THompson. We must cut off this meeting at 12 o’clock. Wedo 
not have permission to meet beyond 12. 

I thought maybe these two members who have not had an oppor- 
tunity toask any questions could ask a question. 

Mr. Mariir1arp. I would like to examine the material. It is good 
material. 

Mr. THomrson. If you would yield, I am certainly sure Mr. Blew- 
ett: would be happy to come back at any time. 

Mr. Biewetrt. I will come back tomorrow morning. 

Mr. Mariitarp. I would be glad to yield. 

Mr. THompson. Do you have a question ? 

Mr. Downine. No, sir; other than to comment that this is the 
most effective presentation of the material that we have had so far, 
I want to commend Mr. Blewett. 

I will have questions later. 

Mr. THomrson. Mr. Shelley? 

Mr. Sueixey. I am not a member of this committee but I do serve 
on the Appropriations Committee which makes the appropriations 
for Maritime. 

I want to correct one statement where you said that Congress has 
not gone along with the building program. 

May I say for the record that the administration has not gone 
along. 

Mr. Biewerr. I stand corrected. 

Mr. Suetiry. This year the Federal Maritime Board asked for 
enough money to build 36 vessels. The Secretary of Commerce re- 
duced that request to 26. The Bureau of the Budget, which is an 
agency for the President, reduced it to 14. This year we gave them 
the money for the 14. Last year we gave them all the money they asked 
and the preceding year all the money they asked, so that Congress 
has gone along with all the administration has asked. 
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Mr. Buiewetr. I stand corrected. 

Mr. Tuomrson. Mr. Pelly, do you have any questions? 

Mr. Pe.uy. I am very much interested in what you said about the 
turbine prices being the same in both places with Westinghouse and 
General Electric singled out. In that case every time the specifica- 
tions are issued for the construction of a vessel do you call for bids 
from those two companies and others? 

Mr. Biewerr. Oh, yes. 

Mr. Petty. Do you have any indication that it is a very competi- 
tive situation or is the specification so limited that there really is no 
competition ? 

Mr. Biewetr. No, Mr. Pelly. It is very competitive. Right now 
it is particularly competitive among the heavy machinery builders. 
They are both trying hard to get the work. 

Mr. Petuy. If the prices are identical on both coasts from those 
firms, it would indicate that they are not very competitive. 

Mr. Biewerr. Prices aren’t identical. Don’t misunderstand. 
Their terms are identical in that they ship f.o.b. the shipyard, the 
point of delivery. 

Mr. Petry. They just raise their price to take up the freight, 
then, is that it? 

Mr. Buiewerr. If one has a freight advantage like Kaiser on steel, 
Kaiser does not have to spend as much freight to get his steel to 
some of the yards on the west coast as the corporation does, but 
Kaiser sells at the same price the corporation does. The same thing 
may exist in heavy machinery, but I think it is human to take ad- 
vantage of any freight rates that he has in seeing what prices he is 
putting in. 

Mr. Petty. When you come to figuring your estimated cost, do 
you have any joint arrangement among the various shipyards where 
each operation is figured so that each operation has the same number 
of man-hours ? 

Mr. Biewett. No, sir. No, sir. 

Mr. Petuy. It would seem to me, Mr. Chairman, that if the com- 
mittee had on its staff some expert who could go in and examine 
the various bids and the different yards in the different areas, we 
could come up with some pretty good figures as to what the difference, 
if any, is. 

Mr. Toompson. I would think that the Bureau of Ships or Federal 
Maritime Commission could be used for that purpose by this 
committee. 

Mr. Petiy. I think that would probably be the best way. 

Mr. Biewerr. Whoever makes such a study has to know shipbuild- 
ing practices and shipbuilding accounting because you will find there 
is quite a difference in the different yards in the east coast. Some 
yards will charge their supervision as direct labor so that they will 
have a larger number on direct labor and their overhead will be down. 
Other yards will take their supervision and put it in the overhead. 

Mr. Petty. Would Maritime have a breakdown of the costs like 
that ? 

Mr. Biewert. I do not think so. 

Mr. Petty. How do they get escalation if they do not ? 
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Mr. Buiewert. They have a set procedure and we have to conform 
to that and we may have to take our auditing records and put them 
back into their category to determine what escalation we will receive 
under a contract, 

Mr. Petty. Is it not true, ee that an expert who understood 
accounting and shipbuilding could go to various yards and find out 
what the practices were on the bids? I would like to know if the ship. 
yards are being victimized by identical bids or whether there is any 
collusion or anything like that. 

I would like to find out whether there are really competitive condi- 
tions here. 

Mr. Buirewerr. I think your prices tell you that there are pretty 
competitive conditions in bidding for these ships. 

I can assure you that there is no collusion within any of the ship- 
yards that I know about. 

Mr. Petiy. I was referring to whether you were being victimized, 

Mr. Biewerr. We always fear we are but I do not know that we 
are. 

Mr. Tuompson. Mr. Pelly, perhaps if you propound those ques- 
tions, the committee staff could at least find out whether they were in 
position to submit the information. 

Mr. Petry. The witness will come back tomorrow anyway. 

Mr. Trompson. We appreciate your coming back, Mr. Blewett. 

The Chair wishes to state that there is no wish to cut off any mem- 
ber asking full, comprehensive questions as to the point of this legisla- 
tion. It is merely a matter of getting the most comprehensive hear- 
ings we can to consider this legislation properly. 

Mr. Petxy. I think this is a very fine presentation, Mr. Chairman. 
If we could get the other information with some really expert advice 
getting into the costs and various things like that, I think we can come 
up with a very fair solution. 

Mr. Tuompson. I think we will. I understand that the chairman 
of the full committee and the chairman of the subcommittee who is 
not here today has set another time which will give ample opportunity 
for the opponents and proponents of the legislation to come in and 
present their side. There will be no lack of opportunity to present 
positions. 

Mr. Totterson. Could I ask one question ? 

I was in error with respect to the authority of the Maritime Ad- 
ministration to allocate. You were correct. Counsel prompted my 
memory. In that regard, did I gather from what you said that, if 
there is to be a dispersal or an allocation at Washington, it should be 
done not by reason of the 6-percent differential but by the allocation 
authority. 

Mr. Brewerr. Yes, sir. That was the point I tried to bring out 
there, Mr. Tollefson. 

Mr. Tuomrson. Gentlemen, the hearing will adjourn until tomor- 
row morning at 10 o’clock. 

(Whereupon, at 12 noon, the committee adjourned, to reconvene at 
10 a.m., Wednesday, April 13, 1960.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON MreRcHANT MARINE OF THE 
CoMMITTEE ON MrercHANT MARINE AND FISHERIES, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, in room 219, 
Old House Office Building, Hon. T. A. Thompson presiding. 
Present: Representatives Thompson, Miller, Downing, Casey, Tol- 
lefson, Ray, Mailliard, and Pelly. 
Present also: Representatives Boykin, Garmatz, and Johnson. 
Staff members present: John M. Drewry, chief counsel, and Wil- 
liam B. Winfield, chief clerk. 
Mr. Tuomprson. The subcommittee will come to order. 
Gentlemen, we left off yesterday with Mr. Blewett as a witness and 
he was to appear again this morning and will. 
However, our good friend, Congressman Friedel, has asked if he 
may be allowed to make a statement. 
We are delighted to have you, Congressman. I know you have 
another meeting. 
You may proceed. 


STATEMENT OF HON. SAMUEL N. FRIEDEL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Frrepet. Thank you, Mr. Chairman and members of the com- 
mittee. 

I want to thank you for the opportunity of coming here today in 
order to say a few words concerning H.R. 9923, my bill which is in- 
tended to amend the Merchant Marine Act of 1936. 

As you know, this act gives to shipowners and operators on the 
west coast an appreciable subsidy; an advantage over the other ship- 
owners and operators of the United States that is well nigh an 
insurmountable one. 

The act, or at least that portion of the act, and I refer to section 
302(d) and to a portion of section 509, must be viewed from the 
vantage point of the times in which it was written into our laws. We 
here are all old enough to remember only too well the trying days of 
the great depression, and it is important to note that the depression 
era was the time when this legislation was enacted. The shipbuilding 
and operating industry was well nigh prostrate at that time, as 
was almost everything else. But, significantly, the shipbuilding and 
operating industry was under the daily necessity of competition with 
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countries where wages were only a fraction of our own. That this 
is still true is beside the point, as other countries no longer can haye 
the same effect upon our industry that they could in those unhappy 
depression years. 

The west coast, due perhaps to the advantages of climate, had 
received an impact that was almost peculiar in the country. I think 
that we can all recall stories of the “Okies” that flooded into Cali- 
fornia at that time, tearing down a great part of the already weakened 
economic stability that existed there. 

It was necessary, too, that our connections with the great terri- 
tories of Alaska and Hawaii be preserved and fostered and this wag 
done. The persons who conceived this section of Merchant Marine 
Act by giving a differential to shipowners and builders were, pre- 
sumably, building and operating ships that would connect these ter. 
ritories to the mainland. 

But this is not the situation any longer; the war years saw so great 
an industrialization of the west coast that that area no longer needs 
any artificial stimulant to be able to compete on equal termes. with the 
east coast or any other part of the country. In fact, I think I can 
almost safely say that the contrary is now true. California has 
leaped into a foremost position in the country by wealth, population, 
industrialization, and congressional representation. Indeed, it might 
well be argued that the vast coast could use the subsidy 1 in order to 
assure appropriate channels of communication with Maine and Puerto 
Rico. 

Hawaii and Alaska are sovereign States of the Union today, neither 
asking nor requiring any particular financial sacrifice from any of 
their sister States. They have asked for and received the priceless 
boon of statehood ; they require no more. 

The entire west coast is flourishing today. Can this be said of the 
east coast? The answer is a resounding “No.” The city of Balti- 
more, with a great shipbuilding industry potential, one that made its 
mark in our ‘history, is in a state of semistagnation. Baltimore's 
abilities are such that they do not require nor do they ask for any par- 
ticular favors; they never received a subsidy from the taxpayer and 
they do not ask for one today. They do ask, and this is a request that 
touches the very cor nerstone of justice and equity, that they be treated 
fairly and be given an “even break.” 

The 6- percent differential allowed to west coast builders is too great 
a handicap for even the most efficient industry to cope with. 

The west coast shipbuilding industry has the advantage, too, of 
having an entire new steel industry that was built at Government 
expense during the war. The entire west coast plant was financed 
by the taxpayers, some of them the very shipbuilders against whom 
this unfair competition is being waged. 

Laws made by man are not meant to endure for ages. Our laws 
are created to serve a specific purpose and if, in a given case, that 
purpose has been achieved, the law is not to go on forever. 

The special provisions of the 1936 act, which were to help the 
afflicted west coast during the depression and to assure that our pos- 


sessions were adequately “serviced by our own flagships, have served 


admirably. But they are now excess baggage to our national policy 
and economy and as such they should be abandoned. 
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Not only have they reached a point where they no longer serve the 
purposes for which they were originally created, they have come to the 
yoint where they serve as a drag on other parts of our great country, 
which have at least as great a claim on the consideration of this 
Congress as has the Pacific coast. All our national history has been 
given to the thesis that all States are equal, the newest having as much 
rights as the oldest. If the States are indeed equal, then our States 
on the eastern seaboard and the gulf coast deserve and require that 
their own industries be given a chance to survive; that their own work- 
ers be given the chance to earn their livelihood, if they are efficient 
and capable of doing the job, without having to battle against the 
intervention of subsidy paid for, ironically, in part, by themselves. 

During the past 7 years since I have been a Member of Congress 
there have been a number of instances where the Bethlehem Shipbuild- 
ing Co. has been the lowest bidder, but the contracts were awarded to 
the west coast yards under section 502(d). I understand that “off the 
record,” even the Maritime Administration admits that there is not 
really a 6-percent difference in cost between the east and west coasts. 
Just last year, the Pacific Far East Lines was awarded a contract for 
the construction of two cargo vessels, even though Bethlehem’s Spar- 
rows Point Shipyard was the low bidder. 

I want to thank you, gentlemen. This is something that means an 
awful lot to the east coast. I am not just picking the Bethlehem Ship- 
yards. We have some very good shipyards, the Maryland Drydock, 
and Virginia, and Boston. This is something that is needed for the 
east coast. 

We just cannot live under this burden of a 6-percent differential. 

Thank you very much. 

Mr. Tuomrson. We appreciate your coming over to testify and indi- 
cating your interest as we have always known it to be. 

We assure you that your statement will be incorporated and con- 
sidered in the deliberations. 

Mr. Frrepev. Thank you very much. 

Mr. Tompson. Yesterday, we had Mr. Blewett on the stand and 
he was to be back this morning. His statement has been completed. 
However, I understand there are a few questions which members of 
the subcommittee would like to ask Mr. Blewett. 

Would you take the stand again, please, Mr. Blewett ? 


STATEMENT OF WILLIAM E. BLEWETT, JR., PRESIDENT, NEWPORT 
NEWS SHIPBUILDING & DRY DOCK CO0., NEWPORT NEWS, VA.— 
Resumed 


Mr. THompson. The Chair would like to say, if it is possible, in 
deference to many requests we have had to wind up these hearings to- 
day, we are going to have more hearings after Easter and do not want 
to cut any testimony short or have any member feel that he has been 
precluded from the opportunity of asking full questions on certain 
things on which he wants to interrogate witnesses. 

If it is at_all possible, as a matter of coordination and cooperation 
with the subcommittee members if we could move along as fast as 
possible, I think it would serve us all well to finalize this part of the 
hearings today. 
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Mr. Blewett is here. 

Are there any questions? Mr. Mailliard ? 

Mr. Maruarp. Yes, Mr. Chairman, I will try to be as quick as J 
can but there are certain questions on these charts where I would at 
least like to ask the question so that it is raised in the record. If the 
answers are not complete, that is perfectly satisfactory to me. 

Mr. Tuomeson. If Mr. Blewett would not be prepared to answer 
certain of our questions in full, the Chair would Tike the question to 
be put and ask Mr. Blewett to furnish the answers for the record in 
the interest of time. 

Mr. Mamut1arp. That is perfectly agreeable to me. 

I asked questions on the first two exhibits. 

On the third exhibit, I wonder, Mr, Blewett, if you could supply 
for the record a little more analysis of the shipyards involved, in other 
words, what you have taken as a yardstick of so many shipyards, so 
many ships under contract. These are rather broad terms. A ship- 
yard could have one way or it could have eight ways, it could havea 
normal employment of a thousand people or many thousands of 

ople. 

I think, to get a fair comparison, we ought to have a little more 
breakdown. 

Could you supply that for the record ? 

Mr. Biewerr: We have that information available, Mr. Mailliard, 
As soon as we find it in our records, I would be pleased to give it to 
you just in regard to these seven yards that you have reference to, I 
presume. Do you want the names of the yards? 

Mr. Matiiiarp. I am not'so much concerned with that. 

Mr. Biewerr. I might say that all these seven yards that we have 
indicated are capable of building ships as they are now being called 
for by the Maritime Administration. 

Mr. Matiz1arp. What I am getting at is that you compare here 
numbers of shipyards against ships under contract. 

Now, I think that does not tell us a very complete story unless we 
know a little more about the capabilities of the shipyards and also 
what the ships under contract means. 

Have you included under ships under contract conversions or is this 
only new construction ? ! 

Mr. Buiewerr. No, ships under contract as given in this exhibit are 
the ships that have been put out by the Maritime Administration un- 
der their recent program. 

Mr. Matuiarp. Only new construction ? 

Mr. Biewert. Only new construction, no conversions. 

Now, if you would like to know the names of the yards that we have, 
it is seven yards on the west coast, Todd, National Steel, Bethlehem, 
San Francisco, Moore Dry Dock, Oakland; Moore Dry Dock, Ala- 
meda, San Francisco, and Puget Sound Bridge & Dredge Co., and 
every one of those is capable of building with ways from 1 to 11 ships 
asked for by the Maritime Administration. Willamette is doing re 
pair work. i ; ; 

Mr. Martx1arp. For the present, let us leave it at that in the interest 
of getting on. ' ; 

e may want to raise some more detailed questions later on. | 

In exhibit 4, I am trying to fix in my own mind what the signifi- 
cance of this is. You are saying, in effect, that the west coast was able 
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to meet its mobilization requirements in spite of the fact that it had 
practically no shipbuilding during peacetime. Is that the point of 
the exhibit ? 

Mr. Brewer. That is right, and that they showed very much of a 
percentage increase in the amounts of ships built out there as com- 
pared to what was done in World War I. 

Mr. Mamuiarp. Did you not think in fairness that you would have 
to state that it took a good many years, in other words, that most of 
this production on the Pacific coast was in the last couple of years of 
the war and there was very little in the very beginning when the 
emergency was the greatest ? 

Mr. Biewert. I think that we were getting ships from the west 
coast as early as we were getting them from the east coast. 

Most of these yards that produced this tonnage that was produced 
of 21,468,000 on the east coast was produced in new yards. 

Talking about our yard, Newport News for example, we did not 
produce any of this tonnage at Newport News. We went to Wil- 
mington, N.C., and built a complete new shipyard. 

Mr. Mamu1arp. That was because your yard was almost wholly 
engaged in naval construction ? 

Mr. Buewerr. That is right, but we built a new yard as they did 
on the west coast. 

Mr. Marmu1arp. Where did you get the personnel for the new yard? 

Mr. Biewerr. From the barefooted boys in North Carolina. 

Mr. Mamuzarp. Also with key personnel from your regular 
employees ? 

Mr. Biewett. We did not send so many down because we needed 
them in Newport News. We went from a few thousand to 31,000 men 
and needed them in Newport News. 

I must admit that there was always a fuss between us as to key 
personnel. 

Mr. Mariiu1arp. Is it not true that in order to start a new yard you 
must have a nucleus of personnel to get it started? You could not 
take them off the street, could you? 

Mr. Birewerr. That. is perfectly true, but there is not any mystery 
in building ships any more than any other construction work. 

During the war period, we took many boys and today we take a 
farmer from North Carolina and train him for a month or two on 
one job, turning a line shaft or something, and he is an experienced 
man and gets a first-class wage. 

Mr. Maiu1arp. Is it not necessary to have some experienced per- 
sonnel to train new personnel? ‘That is all I am getting at. 

Mr. BLewert. Of course, it is. 

Mr. Mamu1arp. That is my only point. 

Mr. Biewerr. You have to have some, of course. Welding in 
shipbuilding is no different than welding in any other trade, so that 
if you have any steel trades in the west coast you can take these 
=e from the steel trades and put them into the shipbuilding 
trades. 

Mr. Maiti1arp. But must you not have some experienced personnel 
in the shipbuilding business in order to create a training program to 
produce larger production ? 

r. Brewerr. Of course, you have to have a teacher to teach 
anything. 
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Mr. Maru1arp. All right, sir. 

Now, moving on to exhibit 5, you make a point of the lower costs 
on the Pacific coast on Liberty ships. Now, would you not have to 
concede that the only reason for that was because of the Kaiser yards 
on the west coast that were set up to mass produce one type of ship 
and that, as a matter of fact, both labor and material costs were 
higher, that it was only efficiency of production that permitted that? 

Mr. Biewerr. They produced one type of ship and this deals with 
one type of ship only. That is the Liberty ship. It is very hard 
to get comparison of costs between yards when they are doing differ- 
ent types of work, but the Liberty ship was the same all over. 

Now, if you get the basis for this you will see that the man-hours 
that Kaiser put in on the first group of ships, going down the list, 
was about the same as on the east coast. Then their increased effi- 
ciency resolved itself in the larger number of ships toward the end 
of the program. 

Mr. Maru1arp. The thing that bothers me about this exhibit is that 
it seems to me that there is very little proper comparison between the 
cost of production in a yard that increases its quantity of production 
on the one item that is designed solely to mass produce that item—— 

Mr. Biewerr. Wait a minute, Mr. Mailliard. 

Mr. Mar.ur1arp. Just a moment, sir. 

Let me finish my question, please. 

That that is not a fair type of operation to compare with what we 
are having now which is virtually custom shi petsbeiaiy: There is very 
little comparison between those two types of operation ? 

Mr. Biewerr. Oh, no. I think you are entirely wrong there in that 
statement because these figures here include numerous yards in the 
west coast, not just one yard on the west coast. There were quite a 
number of yards on the west coast which are included in this. 

Mr. Marutarp. That were building Liberty ships? 

Mr. Biewerr. That were building Libertys. 

This booklet shows four yards on the west coast. 

Mr. Maruurarp. Yes. 

Mr. Biewerr. And in the others under this caption of “Others,” 
there are three yards. In the lower south there were six yards. 

Mr. Mariur1arp. I understand that but, of the west coast yards, were 
any of them producing anything other than Liberty ships? 

Mr. Burewert. They did finally. 

Mr. Matruurarp. But at the time? 

Mr. Biewerr. Neither were the east coast yards producing anything 
other than Liberty ships when these statistics were compiled. 

Mr. Manuuiarp. In other words, all of the yards you are talking 
about in this exhibit are all new yards solely designed to build the 
Liberty ships? 

Mr. Buewetr. That is right; under the Maritime Commission then 
at that time. 

Mr. Mar1arp. And, as you point out, the Kaiser yards on the west 
coast started out with a higher manpower requirement but, because of 
efficiency of production, they eventually lowered the cost. But what 
has this to do with the costs of building two or three or four ships? 

Mr. Biewerr. What this shows you right here is that they can 
build a ship in 1951 as cheap on the west coast as on the east coast and 
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there is no reason for giving them a 6-percent advantage over any 
east coast yards. 

Mr. Matuu1arp. But this kind of construction is not comparable. 

Mr. Biewerr. Why, of course, it is comparable. 

Mr. Maruuiarp. I just do not agree that it is. 

Mr. Biewetr. You and I cannot get along on that score. 

Mr. Maiir1arp. We will leave it that way. 

I am trying to accede to the chairman’s request to get through this 
rapidly so that I will not debate the point. 

Mtr. Tuompson. The witness will state the facts as he knows them 
and I see no reason why the witness should engage in a difference of 
opinion with the Congressman. 

Mr. Mariiarp. We agree to disagree. That is all. 

On the next two exhibits I have no questions. 

On exhibit 8, I am a little unclear as to just exactly what these let- 
ters from General Electric and Westinghouse signify. Does that 
mean that the delivered price of their product is identical et every 
point of delivery in the United States ? 

Mr. Biewerr. Yes, that they do not charge freight, that when they 
quote a price that they quote it f.o.b. freight allowed to destination. 

Mr. Mainui1arp. I understand that, but is the price going to be the 
same delivered at every point in the country? 

Mr. Biewetr. Yes. 

Mr. Mariiiarp. It is? 

Mr. Biewerr. Yes. 

Mr. Maru1arp. In other words, if they have a certain item that is 
used in the construction of a ship, no matter where you want it deliv- 
ered, the delivered price is going to be identical ? 

Mr. Biewert. That is right. If they quote us a price on a ship for 
their turbines and their gears, we would expect that they would quote 
Ingalls a price and Bath the same price up north, and the California 
yards the same price. 

Mr. Mamut1arp. Their letters do not quite say that. That is why I 
wanted it made perfectly clear. I was uncertain in my own mind, but 
that I will accept. 

On exhibit 10, I notice that in each case you picked Pittsburgh and 
Geneva. Is there any special reason why you picked Pittsburgh to 
Newport News and Geneva to Los Angeles? 

Mr. Biewerr. We picked Pittsburgh to Newport News because we 
knew more about it. That is our company and those are our own 
freight rates there. 

Mr. Matxiarp. Can you express an opinion as to whether, if you 
took the cost to, let us say, Bethlehem Sparrows Point from their own 
steel mill, that it would show the same kind of picture? 

Mr. Biewetr. Well, I do not know. I assume so because here is a 
quote from the Iron Age and it quotes prices just what you would ex- 
pect to get for your steel delivered at your plant and from Pittsburgh 
delivery it is $5.50 on carbon steel, structural shapes. Geneva is $5.50 
also. 

Mr. Maru1arp. That is at the plant, I presume? 

Mr. Biewerr. Yes. 

Mr. Matxi1arp. That is at the plant. We are talking about deliv- 
ered prices here, are we not ? 
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Mr. Biewerrt. It is very probable that, if a steel mill was right next 
door to a shipyard, they would not have the freight rates that some of 
the rest of us have, Let us consider that Bath is in Maine and they 
have freight rates to get their steel. 

Mr. Maru1rp. It seems to me that, if we are going to get a fair pic- 
ture in exhibit 10, we would have to get some kind of a mean or aver- 
age cost delivered to the east coast shipyards, the gulf coast shipyards, 
and the west coast shipyards. 

Mr. Burewerr. That is what we have tried to give you. We buy most 
of our steel in Pittsburgh. I am talking for Newport News, Mr. Mail- 
liard. We buy our steel in Pittsburgh, most of it. 

You take your plates. In 1960, the situation is that it would cost 
Los Angeles to get plates from the corporation $123,000, 1,000 tons 
a plate. It would cost $123,000. And it cost us, to get that same 
100,000 tons of plates to Newport News from Pittsburgh, $120,000. 

Mr. Mamr1arp. I understand your chart because it certainly shows 
that the difference is negligible. 

Mr. Buewerr. All right. 

Mr. Mamu1arp. What I am getting at is that we are discussing not 
one yard against another yard but we are discussing a whole area as 
opposed to another area and it would seem that, to get a fair pice 
we would have to see what the other east coast yards and the gulf 
coast yards paid. 

Mr. Biewertrt. Yes, but I think ‘you would find a differential. If 
you went to Bath and took the cost of Pittsburgh to Bath, it would be 
in excess of Geneva to Los Angeles. 

Mr. Maru1arp. What about Geneva to Portland or Seattle? 

Mr. Biewetr. I imagine that is a little less than from Portland to 
Los Angeles. 

Mr. aie This is what I would assume we would need to get 
a picture. 

Mr. Biewert. Yes, but you are trying to paint this with a fine brush 
now but, on a broad brush as compared to the 1936 when there was a 
big differential and they were not manufacturing steel on the west 
coast, they are manufacturing it today on the west coast and they do 
not have the differential. You have steel on the west coast where the 
shipyards can get that steel with very little differential between that 
and what we can get it for on the east coast, 

Mr. Matuuiarp. I accept that if this exhibit shows only that. 

Mr. Biewert. That is all it shows. 

Mr. Prextiy. Will the gentleman yield? 

Mr. Matuurarp. I yield 

Mr. Petiy. I would like the witness’ comment on the testimony that 
Mr. Morse gave in August which appears on page 39 of the hearings, 
and reads as follows, quoting Mr. Morse: 

The issue of April 9, 1959, of Iron Age, which I believe is a representative 
publication of steel and iron prices, indicates that the price of steelplate on the 
east coast, which would include Sparrows Point, Johnstown, Pa.; Claymont, 
Del.; Coatesville, Pa.; and Buffalo, N.Y., was 5.30 cents. At the same time the 
steelplate costs at Emeryville, Calif., Fontana, Calif., was 6.10 cents, and Seattle, 
Wash., was 6.20 cents. 

It seems to me that that represents something like 11 percent differ- 
ential in the two coasts costs of steelplate. 

Mr. Biewert. I do not know where Mr. Morse got his information. 
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Mr. Petuy. It says so right there. 

Mr. Buewetr. Here is my information from Iron Age of July 23, 
1959, in which they show the price of carbon steelplate at Pittsburgh 
as$.30. ‘They show from Geneva, $5.30. 

Mr. Petty. Other sources, I am told, do indicate a base price of 
$5.30 at the Atlantic mills with about 23 cents per hundredweight 
freight charges. 

This would be a total of about $5.53 per hundred delivered to At- 
lantic yards. 

At the same time, as I understand, Kaiser Fontana quotes a base 

rice of $6.10 and $6.15 delivered. Thus, conservatively, there would 
about an 11-percent differential in steel. 

Mr. Biewetr. I think Mr. Morse had better take .a look at those 
figures because here is Iron Age, and that is supposedly our authority 
on steel prices. 

Mr. THomrson. What is the date of the quote from Mr. Morse? 

Mr. Petty. He quotes the April 1959 issue of the same authority 
that you quote as July. 

Mr. Tuompson. I think this subcommittee can check the Iron Age 
if that is the bible of the steel industry as to prices. 

Mr. Petuy. I agree, Mr. Chairman. I think we ought to check a 
lot of prices. 

Mr. Tompson. I will ask counsel if he will have those publications 
available to the subcommittee. 

Are there any questions on my right? Mr. Johnson? 

Mr. Jounson. I have no questions. 

Mr. Petty. I have one more question, Mr. Chairman. 

Reference was made yesterday to the fact that there have been in- 
stances where west coast bids have been lower than east coast, but in 
the overall I know that you, Mr. Witness, have very carefully checked 
the bids as they come in in all cases where you are interested. 

I wonder if we could have in the record the overall east coast bids 
as against the west coast bids and actually whether you would not 
think that that would show at least a 6-percent differential for the 
west coast as to the west coast being a 6-percent higher average ? 

That is a long question, but I want that put in the record. 

Mr. Biewerr. I understand what you mean, but I think you would 
et into a lot of confusion if you tried to do that because lots of times 

know that a shipyard would submit perhaps a complementary bid 
when you do not have a sharp pencil and do not expect to get the job, 
so that that would confuse the whole issue. 

All the bids are a matter of record. You can get those from the 
Maritime Administration at any time. The prices are all in the 
various bids. It would get quite hard at the witness stand to make 
such an analysis. 

Mr. Petty. Do you not analyze your competitors’ bids pretty care- 
fully each time there is a job up for bid in order to find out how your 
competition is figuring ? 

Mr. Brewert. Well, you cannot do but so much in analyzing the 
competitor’s bid. We would analyze it on a per-ton basis. He has 
this ship. He is bidding X dollars per ton.. Perhaps what he will 
do in the next one we do not know. If you look at some of these bids 
what you might do also is compare the way some people bid on one 
ship and the way the same people bid on another ship. 
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Mr. Petty. You mean when they are hungry they sharpen their 
pencils? 

Mr. Biewerr. Yes, sir. 

Mr. Petry. It has been a healthy situation for the taxpayer. 

Mr. Buiewerr. It is a terrible situation, but, as for the taxpayer, 
you are correct. 

Mr. Boyxrn. Mr. Blewett, did you say yesterday that lumber on 
the west coast was $26 a thousand cheaper than it was here and that 
you brought it over here in shiploads from the west coast? 

Mr. Buewerrt. Yes, sir. 

Mr. Boykin. That should certainly be taken into consideration, 
What else do they have that is cheaper ? 

Mr. Buewerr. Some of our witnesses will tell you later on their 
experience in buying from the west coast. 

Deck machinery is another big item. Steering gear is another big 
item. Electronics is a very big item where we can buy electronics 
very much cheaper in the West than the East. 

I think some of your succeeding witnesses will have detailed infor- 
mation for you. 

Mr. Boyxry. Do you think there is any excuse at all for having a 
6 percent differential ? 

Mr. Buiewetrt. I think it is ridiculous. I do not see any reason for 
subsidizing one section of the country over another. 

If you are going to do that perhaps you had better take a look at 
Maine and the Great Lakes and even the gulf because it gets hot on 
the gulf and they cannot work in the summertime. 

As a citizen of the United States, I cannot see why any section of 
the country should be subsidized. Furthermore, I think if you took 
that 6 percent advantage away from the west coast you would perhaps 
see a change in their bidding. 

Mr. Boyxin. Thank you very much. LTagree with you. 

Mr. Tuompeson. Mr. Ray ? 

Mr. Ray. I have no questions. 

Mr. Tuompson. Mr. Tollefson ? 

Mr. Totierson. I have no questions. 

Mr. Tuompson. Thank you, Mr. Blewett. You have been a most 
cooperative witness. Thank you for your testimony. 

Mr. Biewerr. I hope I have been able to add something that is 
worth while. 

Mr. Boyxrn. I think you have. 

Mr. Downing, that great Congressman that you have from Virginia, 
wants to put your statement in the Congressional Record so that peo- 
ple in every library in the United States can read what you have 
said. 

Very few people read the record here but they do read the Congres- 
sional Record. 

(The statement referred to follows :) 


LEGISLATIVE HISTORY OF THE 6-PERCENT PACIFIC COAST SHIPBUILDING PREFERENCE 
INCORPORATED IN SECTION 502(d) OF THE MERCHANT MARINE ACT, 1936 


I. PURPOSE OF MEMORANDUM 


This memorandum supplements the testimony of the senior executives of ship- 
yards on the Atlantic and gulf coasts and the Great Lakes before the Merchant 
Marine Subcommittee of the House Merchant Marine and Fisheries Committee 
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on legislation designed to repeal the 6-percent preference in favor of Pacific 
coast shipyards. 

The preference is stated in section 502(d) of the 1936 act, as follows: . 

“(d) In case a construction differential subsidy is applied for under this title 
by an applicant who has as his principal place of business a place on the Pacific 
coast of the United States (but not including one who, having been in business 
on or before August 1, 1935, has changed his principal place of business to a place 
on the Pacific coast of the United States after such date) to aid in the construc- 
tion or reconditioning of a vessel to be operated in foreign trade in a service, 
route, or line from ports on the Pacific coast of the United States, and the amount 
of the bid of the shipbuilder on the Pacific coast who is the lowest responsible 
pidder on such coast for such construction or reconditioning does not exceed the 
amount of the bid of the shipbuilder on the Atlantic coast of the United States 
who is the lowest responsible bidder therefor by more than 6 per centum of the 
amount of the bid of such Atlantic coast shipbuilder, the Commission shall, except 
as provided in subsection (e), approve such Pacific coast bid, and in such case 
no payment shall be made to aid in such construction or reconditioning unless 
the applicant accepts the bid of such Pacific coast shipbuilder and agrees to 
designate and continue as the home port of the vessel to be constructed or recon- 
ditioned a port on the Pacific coast. Nothing in this section shall be construed as 
authorizing the Commission to approve a construction differential in excess of 
50 per centum of the construction cost of the vessel paid by the Commission.” 

This memorandum will demonstrate from the legislative history, both before 
and after enactment of the 1936 act, that the sole reason justifying inclusion of 
the preference in 1936 was that the Pacific coast shipbuilding industry at that 
time was dormant and national defense considerations required reactivation 
of the industry on the Pacific coast. Further, the legislative history shows that 
after exhaustive hearings the congressional committees concluded that the only 
incentive necessary to carry out the national defense policy objectives was the 
6-percent differential which was considered necessary to equalize the overland 
freight rates paid by Pacific coast shipyards as a result of the necessity of 
purchasing all steel, machinery, and other components for vessels from suppliers 
in the eastern part of the country. 


II, IN 1936 THERE WAS NO ACTIVE SHIPBUILDING ON THE PACIFIC COAST 


Although, as Judge Bland pointed out, the real explanation for the 6-percent 
preference was purely a question of the political importance of a cohesive west 
coast delegation to passage of the 1936 act,’ the argument advanced to justify this 
unprecedented discrimination was that shipbuilding on the Pacific coast was 
dead and that national defense considerations required its revival. 

Congressman Richard J. Welch from San Francisco, Calif., was a prime mover 
for the preference. Time after time he effectively stated that the problem at 
which the preference was aimed was the dormancy of the Pacific coast industry. 
At the hearings on March 20, 1935, on H.R. 7521, 74th Congress, the following 
colloquy took place: 

“Mr. WELCH. Mr. Haag, in your answer to Judge Culkin’s question as to the 
ability of American shipyards to construct merchant ships to meet any emer- 
gency, are you aware of the fact that not one vessel for either the foreign trade 
or intercoastal trade has been constructed on the Pacific coast since the war? 

“Mr. Haaa. I knew of that condition. 

“Mr. WeLtcH. And that shipbuilding for merchant ships has, in fact, become a 
lost art on the west coast? 


_ 


‘Mr. BLAND. I remember that when that question was up before the committee, during 
the framing of the act of 1936, that there was considerable opposition on the part of the 
Atlantic coast shipyards to the granting of this construction differential. I was personally 
approached by several of them and was told how bad it would be. I reminded them that 
we were facing an awfully hard fight in getting the Merchant Marine Act of 1935—it was 
passed in 1935, and it became the act of 1936—passed. I said, “If you want to abandon 
your fight in Washington, then, all right, do not furnish this differential. But if you want 
to give them an opportunity to construct ships, we have got to provide this differential.” 
I said, “The result will be that there are about 24 votes from the west coast in Congress, 
and if you do not grant this, I think all of those votes are going to go against our legisla- 


tion. If you do grant it, we may get them all.” 


So they said, “If that is the case, you better grant the differential.” [Hearings before 
ommittee on Merchant Marine and Fisheries on H.J. Res. 377, 398, 412, and 413, 80th 


Cong., 2d sess., 52 (1948). ] 
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“Mr. Haag. I knew it had declined very much. 
* * * * * * * 


“Mr. WetcH. The yards asked for a differential of one-half of 1 percent [in 
interest rates on maritime loans] and the report came back unfavorable, The 
purpose was to revive shipbuilding on the Pacific coast—not entirely to give 
employment or to revive shipbuilding insofar as it might affect the owners of 
the shipyards, but for the purpose of the national defense; for, to build a mer. 
chant marine on the east coast, it has to go through the canal or around the horn 
in case of emergency and that is a bad and a dangerous condition to have with 
this country at this or any other time. 

“Mr. Haac. From the standpoint of strategy, it would appear there should be 
some yards on the Pacific coast. 

“Mr. Wetcu. And the Government should do something to encourage those 
yards as a matter of national defense. But the Government up to this time hag 
refused every appeal made from California, Oregon, and Washington for 
revival of shipbuilding on the Pacific coast as a matter of the national defense, 

“Mr. O’Leary. Have you any large yards there now? 

“Mr. WrEtcu. Perhaps there is one yard on the Pacific coast where a veggel 
of magnitude or size or importance could be built, and even in that yard they 
would have to build ways at a cost of half a million dollars. In case of emer. 
gency tomorrow, there is not a shipyard from San Diego to Puget Sound which 
could lay a keel for an offshore vessel.” (Hearings before Committee on Mer. 
chant Marine and Fisheries on H.R, 7521, 74th Cong., 1st sess., 67-68 (1935).) 

On March 27, 1935, the following colloquy occurred : 

“Mr. WELCH. Why is it that the Bethlehem Steel Corp. has done no ship 
building in their Pacific coast yards for many years? 

“Mr. SmitH. Well, they have built two vessels for the Hawaiian trade some 
years ago and that is about all, I think, that they have built of commercial ves- 
sels since the completion of the war program in 1922. I think that was the last 
ship that they completed on the Pacific coast, or in 1921. There have been no 
commercial vessels built on the west coast except those two and small craft, since 
the war. There have been, however, the General Engineering shipyards, who 
have built five, I think, vessels for the Coast Guard. 

“And the two Navy yards, of course, the one at Mare Island and the one at 
Puget Sound, have done some work. 

“Mr. WELCH. I have in mind private shipbuilding. 

“Mr. SmitrH. The Todd Co. built two cruisers at Tacoma since the war. 
Outside of that, there has been no commercial shipbuilding on the west coast.” 
(Id. at 350-351.) 

Likewise, on May 3, 1935, Mr. Welch stated : 

“The purpose of our Navy is national defense; the purpose of our merchant 
marine is to act as an auxiliary navy for national defense. Neither of these 
purposes can be attained without adequate shipyards located on both our At- 
lantic and Pacific coasts capable of meeting any emergency when national se 
curity is endangered. 

“While we make a distinction in the construction of ships in American and 
foreign shipyards and allow a proper differential to cover differences in costs, 
we should also make a distinction between ships constructed in different sections 
of the United States. 

“Under present merchant marine legislation we have loaned $150 million at 
nominal rates of interest for ship construction. Every dollar of that money has 
entered into ships constructed within a few hundred miles of the capitol build- 
ing. Not a single large merchant ship has been built on the Pacific coast since 
the World War. Certainly we do not mean national security includes only 
shipyards within a short radius of Washington. If the primary purpose of this 
ship subsidy legislation is to build our merchant marine and shipbuilding for 
national security, it must include shipbuilding on the Pacific coast as well as the 
Atlantic coast.” (Id. at 746.) 

Thereafter, on May 4, 1935, members of the congressional delegations from 
the States of California, Oregon, and Washington, echoed the concerns of Mr. 
Welch: 

“Mr. Buck (Hon. Frank H. Buck, California). * * * there has been no ship 
construction of any great amount in the Pacific coast yards for many years past. 
There has been continuing naval construction at the Mare Island Navy Yard and 
Bremerton; but, outside of those two yards and the building of a few small 
vessels around Los Angeles, shipyards are practically closed at the present 
time. 
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“Jt is our belief that the adoption of the amendment offered by Mr. Welch at 
this time and the establishment of such differential would result in the reopen- 
ing of these yards and putting these men to work out on the coast. 

+ * * * os o 


“Mr. Buck. There is no question about that. If it were not for the existence 
of the two Navy yards and the work done there, there would not be a crew of 
men anywhere on the coast to do any naval construction or repair work. 

“Mr. Wetou. In other words, Congressman, shipbuilding would be a lost art 
on the Pacific coast if it were not for the two Navy yards? 

“Mr. Buck. Absolutely; there is no question about that. I want to commend 
the amendment to the serious consideration of this committee. (Id. at 761-762.) 

*s *« * = o * o 


“Mr. McGratH (Hon. John J. McGrath, California). * * * 

“T believe that a merchant marine is a very important part of the national 
defense. It is the auxiliary navy and, Mr. Chairman, at the present time and 
for past years the entire Navy has been housed in the Pacific. To my mind, it is 
just as important to have a ship mechanic on the west coast as it is to have a 
sailor on a battleship. I know this country is not looking for any trouble with 
anybody; but when it comes, it comes pretty fast, and we have very few ship 
mechanics on the west coast, outside of the mechanics that work in the two 
Navy yards, and I hold that the building of ships is a very important item 
in national defense. Mr. Welch can tell you that we had thousands of ship 
mechanics on the Pacific coast 25 and 30 years ago. Today we have very few, 
and shipbuilding is a lost art on the Pacific coast, with the exception of the 
two Navy yards.” (Id. at 764-765. ) 


* * * * * * * 


“The CHAIRMAN. And an adequate supply of shipyard facilities, in the event 
of an emergency, you think would dispense with the necessity of building 
shipyards over night, as we did in the World War? 

“Mr. EKwaAtL (Hon. William A. Ekwall, Oregon). Absolutely. And it is, 
of course, a well-known fact that many of these merchant vessels are built 
with the idea they can be converted into auxiliary cruisers and transports and 
can be used in many other ways. We probably should not talk in terms of war, 
but we have always to anticipate that some time or other we might be in 
trouble.” (Id. at 768.) 


* * * * * * * 


“Mr. Forp (Hon. Thomas F. Ford, California). * * * 

“There is another phase of it that appeals to me; that is, in the event of an 
emergency and if there were no shipping facilities on the Pacific coast, no 
building facilities, and for the time being they had to be conducted on the east 
coast, there would be that long trip to get the ships around there where they 
were needed. That would be a very important factor in case of an emer- 
gency. Whereas, if built on the coast, they would be there and would obviate 
the necessity of the trip—not quite as long as the Oregon made, because of the 
canal having cut off some of the distance—and I mean now merchant ships— 
but one almost as long. So that is a factor, it seems to me, that ought to be 
given every consideration by the committee and I am sure it will be.” (Id. at 
769. ) 


* * * * * * * 


“Mr. CARTER (Hon. Albert E. Carter, California). * * * 

“Now I am one of those from the Pacific coast who happens to have some 
shipyards within my district. We have not done much in the way of building 
out there in the past number of years. We have done some repair work. 
We did, in one particular yard, build a few ships for the Coast Guard; but the 
shipbuilding has been at a very low ebb. There has been some number of ships; 
I think approximately $150 million has been spent in merchant marine con- 
struction under the present act; but that has been spent in yards on the At- 
lantic coast. And I have no particular quarrel with that, except we would like 
to get a share of it out there and we feel, in the interest of national defense, 
in the interest of building up a substantial merchant marine, that we must have 
a shipbuilding industry on the Pacific coast.” (Id. at 772.) 


* * * * * * * 


“Mr. Lioyp (Hon. Wesley Lloyd, Washington). * * * 
“We have wonderful opportunities on the Pacific coast for shipbuilding. Our 
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days are longer; our working days are more numerous and we can, if the 
business and opportunity affords, erect shipbuilding yards from the North 
Pacific, at Seattle, Tacoma, and Portland, down as far as San Diego Harbor, 
The time may come—I hope that such an eventuality will never occur—but 
if the time does come when it is necessary to repair ships in time of emergency, 
our Government yards will never suffice. And I hope that whatever can be 
done by way of the Welch amendment, or whatever other proceeding seems 
proper, may be carried out, with the ultimate idea in view of providing adequate 
shipbuilding and ship-repair facilities that may be used in any eventuality.” 
(Id. at 775-776. ) 

Walter J. Petersen, representing the Pacific-American Steamship Owners’ 
Association, added on May 7, 1935: 

“Mr. PETERSEN. There is one thing I would like to interject right here, Mr, 
Chairman, in relation to the construction of vessels, and that is in relation 
to the construction of vessels on the Pacific coast. I believe that if you are 
going to consider at all the question of national defense, you must give consid- 
eration to our shipyards, and that some differential should be arranged for in 
this bill to enable American shipbuilders on the Pacific coast to meet the 
carrying charge from the Atlantic to the Pacific, so that those concerns on the 
Pacific coast may share in the construction.” (Id. at 924.) 

The Senate committee, in Senate Report 1721 dated February 24, 1936 on 
S. 3500, 74th Congress, 2d session, justified the preference as follows: 


“PACIFIC COAST DIFFERENTIAL 


“The desirability of having shipbuilding yards on the Pacific coast has prompted 
your committee to authorize the acceptance of bids of Pacific coast shipbuilders 
which do not exceed by 6 percent the bids of shipbuilders on the Atlantic coast. 
This privilege is limited to vessels built for companies, the headquarters of 
which are on the Pacific coast and for vessels operating from that coast.” (P. 16.) 

There is nothing in the legislative history to suggest that there was any na- 
tional policy objective except the reactivation of shipyards in the interest of 
national defense. 


III. THE 6-PERCENT PREFERENCE WAS ESTABLISHED SOLELY ON THE BASIS OF A 
DIFFERENCE IN MATERIAL COSTS RESULTING FROM TRANSPORTATION RATES 


It thus appearing that Pacific coast shipbuilding facilities were so nearly dor- 
mant as to be of doubtful use in case of national emergency, House and Senate 
committees considered the possible causes of the dormancy. The conclusion was 
that the primary disadvantage on the Pacific coast was the difference in the de- 
livered cost of materials which could only be purchased in the Bast. The sug- 
gestion that differences in labor costs between west and east coasts might be 
a factor was considered, but rejected on the basis of the information before the 
committees. 

Thus, H. Gerrish Smith, president, National Council of American Shipbuild- 
ers, pointed out that the reason was freight rate costs: 

“Mr. SrrovicH. Why should there be that increment in the cost of production 
over there? 

“Mr. SmitH. Well, it is because most of the materials they use come from the 
east coast. 

“Mr. SrrovicH. The transportation cost? 

“Mr. SMITH. Steel has to be transported from the east coast.” (Hearings be- 
fore Committee on Merchant Marine and Fisheries on H.R. 7521, 74th Cong., Ist 
sess., 351 (1935).) ? 


2 Interestingly enough, Mr. Smith agreed that the gulf coast had the same transportation 
disadvantage : 

“Mr. MANSFIELD. And steel at all of the Atlantic coast points has the advantage in rail 
rates over the Pacific coast? 

“Mr. SMITH. That is right. 

“Mr. MANSFIELD. Now, then, as to the gulf coast. We have practically no shipbuilding 
on the gulf. I live down on the gulf, and the freight rates from all of these points to New 
Orleans by water are less than the rail rates to Baltimore, the nearest Atlantic port? 

“Mr. SMITH. That is right. 

“Mr. MANSFIELD. That ought to be an argument for shipbuilding along the gulf, at New 
Orleans especially, where they could assemble the materials there, perhaps, cheaper than 
they could even on the Atlantic seaboard.” (Id. at 355.) 
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Later in the hearings, in discussing a preference in interest rates to be given 
in favor of west coast construction, Mr. Smith pointed out that wage rates 
were not a factor, being essentially the same on both coasts: 

“Mr. WELCH. Do they pay a higher wage rate on the Pacific coast than they do 
on the east coast? 

“Mr. SmirH. At the present time there is practically no difference, since the 
codes went into effect. I think, as a matter of fact, you would find that the 
differential now is so small that your west coast yards are practically on a com- 
petitive basis.” (Id. at 353.) 

Congressman Welch, the sponsor of the 6 percent preference, made it clear that 
all the Pacific coast desired was equalization of freight rates: 

“Mr. WELCH. * * * All we ask is the differential and that is approximate the 
freight rates between the east coast and the west coast, in order to make possi- 
ple construction of some of the vessels on the Pacific coast. We do not pro- 
yide the materials for ship construction on the west coast. The material that 
goes into a ship is provided in the eastern part of the United States. It is the 
same in other construction work.” (Id. at 747.) 

Others from the Pacific coast congressional delegations agreed : 

“The CHAIRMAN. The amendment as I understand it, Mr. Buck, is to take 
eare of the differential in construction costs between the Pacific coast and 
other parts of the country, it being contended that, because of their distance from 
the seat of many of the supplies that have to go in shipbuilding, they are under- 
taking a heavier burden. And the amendment of Mr. Welch, as I understand it, 
is to try to equalize that differential in expense so as to place them on a con- 
struction parity with other shipyards in the country. That is the purpose. 

“Mr. Buck (Hon. Frank H. Buck, California). That is a correct understand- 
ing and clearly stated, Mr. Chairman.” (Id. at 761.) 

* * * * * = ® 

“Mrs. KAHN (Hon. Florance P. Kahn, California). * * * 

“I feel we are entitled to this encouragement and we are not requiring too 
much when we ask that this differential be given to us, because we have no steel 
supplies on the coast; they have to be brought from the East, and there is this 
extra freight or carriage charge that makes shipbuilding there a little more 
expensive, but this almost infinitesimal difference of three-quarters of 1 per- 
cent would cover all of the extra charges, freight, and things of that kind, which 
would give us at least an even chance to compete with the shipyards in the 
East.” (Id. at 767.) 


* * * * * * ~ 

“Mr. KRAMER (Hon. Charles Kramer, California. * * * 

“Now it costs something to bring ore or other materials that are necessary in 
construction that are not on the Pacific coast, from the Middle West and whether 
the ship was originally built on the east coast, you will find, after the time 
it is transported back there and passes through the canal, it is going to carry a 
certain overhead in order to bring it over into that Pacific coast area.” (Id. 
at 776.) 

Before the Senate Committee, it was also made clear that all that entered 
into the differential were the transportation costs: 

“The CHAIRMAN. You were speaking about the 6-percent differential? 

“Senator BACHMAN. Yes. 

“The CHAIRMAN. Let me answer it in a word. * * * It is necessary to carry 
steel and certain other products which are developed only in the East to the 
Pacific coast, therefore they could not operate on a parity with an Atlantic sea- 
board shipbuilder, because of the added cost of materials which they would 
use, In our committee last year you may recall that we argued rather ex- 
tensively over the percentage. At first it seemed as if it might be 10 percent, 
but finally, after getting some figures from shipbuilders and others, it seemed to 
us that the 6 percent differential was the fair one, and that is the reason that 
figure crept into this bill. 

“Senator BACHMAN. Did labor costs enter into that? 

“The CHAIRMAN. No; I would not think labor costs entered into it so much 
as material costs. 

“Senator BACHMAN. Transportation? 

_ “The CHAIRMAN. Transportation. Does that answer the question?” (Hear- 
ings before Senate Committee on Commerce on S. 3500, 74th Cong. 2d sess., 
82-83 (1936).) 
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The Shipping Board, commenting on the bill through O. P. M. Brown, pointed 
out that the 6-percent preference equalized freight costs and, with that equali- 
zation, would place the Pacific coast shipbuilder on a parity with his competi- 
tors: 

“Senator Gurrey. I wish to have inserted in the record the following cop. 
ments on 8. 3500 and 8.4110. Mr. Brown is my only witness. 

“*( The comments referred to are as follows :) 


* * * * * * * 


“ ‘DETAILED COMMENTS ON S. 4110—GUFFEY BILL 
* + * £ * * * 


“TITTLE V—CONSTRUCTION DIFFERENTIAL SUBSIDY 
* * % * * * * 


“ ‘Section 24(d): This subsection is self-explanatory, but for the benefit of 
those who may not be familiar with the reason why a differential of 6 percent is 
allowed to shipbuilders on the Pacific coast, it might be stated that this proviso 
has been added for the purpose of equalizing freight rates on supplies that are 
necessary in the construction of a ship. In other words, it is estimated that this 
differential will place the shipbuilder on the Pacific coast on a parity with those 
on the Atlantic and gulf coasts’.” [Id. at 121-132.] 

In the House an east coast ship broker added his comments that only freight 
rates accounted for any differential, and went on to account for the freight 
differential in terms of the basing point system then used, but since abandoned, 
in pricing steel. 

“Vv. B. Benprx (Ship and Freight Broker, New York City). * * * However, the 
differential in the cost of building a ship on the Pacific coast as against the cost 
of building a ship on the Atlantic coast is due primarily to the fact that all steel 
products, including ship steel, are sold on what is known now, and has been 
known for many years, as the “Pittsburgh-plus” basis. In other words, ship 
steel is sold on the basis of Pittsburgh, plus freight to destination, and this 
applies no matter where the steel may be manufactured, at least as far as the 
large producers are concerned. Before the opening of the Panama Canal in 1915, 
many fine ships were built on the Pacific coast, particularly by the Union Iron 
Works, of San Francisco. The cost then (before the opening of the canal) to 
bring a ship from the Atlantic coast around Cape Horn more than made up the 
difference between the cost of building on the Atlantic coast as against the cost 
of building on the Pacific coast, so that Pacific coast shipowners built their 
steamers at their home ports. As previously stated, the Union Iron Works in 
San Francisco in years gone by, prior to the opening of the Panama Canal, built 
some of the finest steamers under the American flag. There is no reason why 
they should not be able to do the same thing now, except for the fact that this 
particular yard is owned by the Bethlehem Shipbuilding Co., which in turn is 
owned by the Bethlehem Steel Corp., and they are primarily interested in clinging 
to their Pittsburgh-plus basis, and until Congress investigates this entire setup 
between American shipbuilders and American steel manufacturers, and regulates 
their relations by law, they will keep doing it. This job of investigation is prop 
erly a job for Congress; they are the only ones that can do it properly; surely 
no marine authority could do it.” (Hearings before the Committee on Merchant 
Marine and Fisheries on H.R. 7521, 74th Cong., Ist sess., 978 (1935).) ° 

The view that the sole reason for the preference was the freight cost differential 
was reiterated in subsequent Congresses. 

Thus, in 1938, Chairman Kennedy of the Maritime Commission, after the Com- 
mission had studied the matter in detail, stated in a radio broadcast: 

“West coast shipyards are victims of the inexorable laws of economics. The 
materials that go into a ship are so distributed as to give eastern yards a decided 
advantage in construction costs. It is cheaper to assemble the materials in the 
Past, build the ships there and then sail them to the Pacific than it is to transport 
iron and coal and machinery overland. It is just one of those things that cannot 
be overcome except by some tampering with the free play of economic forces.” 


3 The basing point system—and with it a principal cause of the freight differential—has 
since been abandoned, following Supreme Court decisions holding the system in violation 
of the antitrust laws. FTO v. Cement Institute (333 U.S. 683 (1948)) ; Corn Products 
Refining Co. v. FTO (824 U.S. 726 (1935)); PTO v. A. HB. Staley Mfg. Co. (324 U.S. 746 
(1945) ). 
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(See hearings before Committee on Merchant Marine and Fisheries on H.R. 
8532, 75th Cong., 2d and 3d sess., 412-413 (1938) .) 

And in 1948, the sare view was stated by James A. Brownlow, secretary- 
treasurer of the Metal Trades Department, American Federation of Labor; 

“mr. ALLEN. Do you know what the reason is? 

“Mr. BrowNLow. Well, the reasons could be varied. However, I think that 
the direct reason is that possibly construction costs on the Pacific coast may be 
higher, and the reason for that is—I do not mean labor costs. Now, labor cost on 
the Pacific coast, it has been proven, is, just as low as it is anywhere in America. 
But the shipment of other materials, and other expenses involved, over which 
the shipbuilders or people on the west coast have no control, has some effect.” 
(Hearings before Committee on Merchant Marine and Fisheries on H.J. Res. Nos. 
877, 398, 412 and 413, 80th Cong., 2d sess., 52 (1948) (emphasis added) .) 

Another labor spokesman corroborated the fact that transportation had always 
been the significant factor : 

“Mr. Boaes (Maywood Boggs, Washington Representative, International 
Brotherhood of Boilermakers, Iron Ship Builders & Helpers cf America, 
AF. of L.). * * * We all know that due to the distance involved in shipping 
materials from the steel mills located in the East and Middle West, and due to 
the fact that most of the west coast yards are not captive yards of some steel- 
producing corporation, that it is impossible to market a completed ship competi- 
tively on the Pacific coast as against the Atlantic and gulf coasts. (Hearings 
before Subcommittee on Maritime Affairs of the Committee on Merchant Marine 
and Fisheries on H.R. 4190, 8ist Cong., Ist sess., 182 (1949).) 


CONCLUSION 


The legislative history of the Merchant Marine Act, 1936, thus establishes 
that the sole purpose of the 6-percent preference was the revival of a dormant 
west coast shipbuilding industry for national defense purposes. It further 
establishes that legislative support for the west coast preference arose solely out 
of the competitive disadvantage in the cost of transporting shipbuilding mate- 
rial and components to the west coast by rail. The testimony adduced at the 
current hearings establishes that the justification is gone. There is today a 
strong shipbuilding industry on the Pacific coast, consisting of as many active 
shipyards as there are on any other coast. Today, steel, aluminum, copper, 
and other component parts required for vessel construction, are produced on the 
Pacific coast at competitive prices. Even as to components produced and pur- 
chased in the East, a freight differential is no longer significant as the manu- 
facturers of most of the components will deliver this equipment to shipyards 
on the Pacific coast at exactly the same price as to east coast shipyards. Hence, 
the current freight rate pattern places west coast yards at no competitive dis- 
advantage; and, in confirmation of the views of those who considered the 1986 
legislation, the elimination of the differential has coincided with the revival of 
the west coast industry, to the point where now it is among the most vigorous 
segments of the shipbuilding industry. The economic difficulties that today beset 
the west coast industry fall with equal force upon all other segments. 

Respectfully submitted. 

KomIners & Fort, 
Counsel for Atlantic, Gulf d Great Lakes Shipbuilding Association, 
529 Tower Building, Washington, D.C. 

JUNE 1, 1960. 


Mr. THompson. We have our colleague and member of the full 
committee, Mr. Garmatz, of Maryland, here. 
Mr. Garmatz, do you want to make a statement to the committee? 


STATEMENT OF HON. EDWARD A. GARMATZ, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND 


Mr. Garmatz. I have a statement here, Mr. Chairman, that will 
take about 5 minutes. 

Mr. THompson. We know of your great interest in this subject and 
appreciate your coming to appear before us. 
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Mr. Garmatz. Thank you, Mr. Chairman and members of the com- 
mittee. 

I am indeed grateful to the members of the Merchant Marine Sub- 
committee that they have scheduled these hearings on H.R. 8205 and 
similar bills, to eliminate the 6-percent differential applying to eer- 
tain bids of Pacific coast shipbuilders. 

As long ago as 5 years, we knew that the need for this differential 
no longer existed, and at that time I introduced the same bill as H.R. 
8205, but the subcommittee did not reach it on the agenda. In the 
meantime, the situation continues to improve in favor of the west 
coast shipbuilders, until now, the point has been reached where the 
6 percent proves to be a subsidy to them. 

In its report on this legislation last August, the Navy Department 
stated, and I quote: 

It now appears, however, that Pacific coast private shipyards are gradually 
overcoming their previous competitive disadvantages through increased effi- 
ciency, application of improved industrial techniques and because of expanded 
west coast production of basic materials. During recent years, Pacific coast ship- 
yards have been quite successful in competing for naval ship work. 

The Department of Defense has no convincing evidence that west coast ship- 
yards are now at a significant disadvantage. The Department of Defense, how- 
ever, is not in a position to state whether or not some degree of subsidization is 
still required to enable these shipyards to participate in ship construction pro- 
grams on a competitive basis. 

Mr. Chairman, the Defense Department may not be in a position to 
state whether such subsidization 1s still required, but facts and figures 
available prove that it definitely is not required, and they will be 
presented by other witnesses during these hearings. 

If there ever was justification for a differential in favor of the 
Pacific coast shipyards, it no longer exists. The Pacific coast ship- 
building industry is not an infant industry, but a thriving giant. 
During the Second World War over 44 percent of all tonnage built in 
this country’s recordbreaking shipbuilding effort (embracing Atlan- 
tic, gulf, Great Lakes, and Pacific shipyards) was constructed in 
Pacific coast yards. Today 36.5 percent of all tonnage under con- 
struction for the Maritime Board is in Pacific coast yards. 

One of the justifications offered for the 1936 differential was the 
higher cost on the Pacific coast of material and components, which 
were believed to be more costly because they were manufactured in 
the East and had to be shipped by rail to the West. Today this is not 
true. Whereas in 1936 only 3 percent of the Nation’s steel-producing 
capacity was in plants west of the Rockies, today 9 percent of all steel 
vapacity in the United States is west of the Rockies. By contrast, 
only 114 percent of our steel production today goes into shipbuilding, 
so that there is enough steel capacity west. of the Rockies to supply 
our entire shipbuilding industry nationwide many times over. Cer- 
tainly there is enough to supply the Pacific coast shipyards, without 
any need on their part to purchase in the East, or pay transconti- 
nental freight rates. And the prices of steel sold by plants west of the 
Rockies are fully competitive with those of eastern steel manufac- 
turers. 

What is true of steel is likewise true of the other major components 
of shipbuilding. Weare all aware of the tremendous growth of manu- 
facturing on the west coast since the Second World War. West coast 
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manufacturers now produce substantially all of the component parts 
used in shipbuilding and do so at prices competitive with those of the 
east coast manufacturers. Indeed, in many instances, the west coast 
manufacturers of major components are so competitive with east coast 
manufacturers that shipyards on the east coast have found it cheaper 
to buy components from west coast suppliers, and have them shipped 
by rail across the country, paying transcontinental freight, than to buy 
from eastern suppliers. 

For example, Maryland Shipbuilding & Drydock Co., a major ship- 
yard in Maryland, recently purchased, after nationwide competitive 
bidding by suppliers, six cargo cranes at a price in excess of $1 million 
from a supplier 1 in Alameda, Calif., for installation on two ships under 
construction in the Baltimore yar ds. 

Similarly, the same shipyard, after competitive bidding, placed an 
erder for two main propulsion engines with the Sunny vale, Calif., 
plant of the Westinghouse Electric C o., as the low bidder. 

Such examples, which could be multiplied many times over, demon- 
strate that the west coast yards have not a disadvantage, but an actual 
cost advantage. 

Even in the occasional instance where the west coast shipyards may 
look to the east for material or components, in almost all instances the 
suppliers will deliver the components laid down at the shipyards at 
the same delivered price, regardless of location. In short, the sup- 
pliers will absorb the rail freight. These facts suggest that any dif- 
ference in cost which may have existed in 1936 is now wholly illusory, 
or, indeed, favors the west coast shipyards. 

And the results bear out this view. Only the other day a west coast 
shipyard outbid east coast end Great Lakes competitors on a major 
contract for the construction of Navy vessels. In that bidding no 
6 percent differential was involved. The west coast yard was the low 
bidder. 

Results like these make clear that whatever economic justification 
may once have existed for a differential favoring Pacific coast ship- 
yards has now disappeared. 

At the time section 502(d) was enacted, the proponents of the legis- 
lation acknowledged that the differential could only be considered as 
temporary. A continuation of this differential at this time is unjust, 
unfair, and discriminatory. 

If west coast shipyards believe it should be continued, let them come 
forth with some facts to prove it. 

Coming from a district in which the shipbiulding industry is a vital 
part of the city’s economy, I would be interested in having some con- 
crete facts and figures to pass on to my constituents, who find it diffi- 
cut to understand why the west coast should receive such favored 
treatment at their expense, especially so since such preferential treat- 
ment exists in no other area of procurement. 

I am confident that when all the facts and figures have been sub- 
mitted to your committee, you will see the fairness and necessity for 
favorable action on H.R. 8205 and similar legislation. 

Thank you, Mr. Chairman. 

Mr. Tuomeson. Thank you for a very fine statement, Congressman 
Garmatz. We invite you to be with us at any time during the hearings 
where you may have interest in the subject matter. 
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Mr. Garmatz. Thank you. 

Mr. Prtiy. Could I comment on the statement of my good friend, 
Mr. Garmatz, Mr. Chairman ? 

Mr. THompson. Mr. Pelly. 

Mr. Petty. He has asked for the figures on the various costs on 
the west coast. I can assure the gentleman he does not have to go 
to the west coast yards. He only has to go to the testimony of Mr, 
Morse who has those figures in the Maritime Administration. We 
have already referred to page 39 of Mr. Morse’s statement that the 
steel costs are something like 11 percent higher but if you will tum 
also to page 54, I think you will see testimony that the wage rates are 
about 8 percent higher on the west coast. ‘Those are the two major 
items in the cost of the ship. 

Thank you, Mr. Chairman. 

Mr. Tuomeson. The Chair might comment again that the legisla- 
tive history of this 6-percent differential had nothing to do with a 
differential of labor costs and I think, if we go into the field of sub- 
sidizing labor costs, we would be going far afield from the subject 
matter involved here. 

Mr. Petiy. My good friend, I disagree. It is national defense 
that we are interested in and labor costs and materials both have a 
bearing as far as national security. 

Mr. Tuompson. I agree with that. Yet the Chair, not being argu- 
mentative, just wants to make this statement for the record, that, if 
it is a matter of national defense, let us not burden a few shipbuilding 
companies with the cost of it. It should be spread over the tax- 
payers as a whole. 

fr. Petty. I agree with the chairman. 

The other day we had legislation where it showed the operators 
were bearing the cost of national defense through this limitation of 
the 50-percent subsidy. I agree. 

Mr. THompson. I agree with the gentleman. 

Mr. Garmatz. Will the gentleman yield? 

Mr. Petuy. Yes. 

Mr. Tuompson. Mr. Garmatz. 

Mr. Garmatz. When Chairman Morse testified, I asked him if he 
thought the 6-percent differential was really necessary and I think 
you will find in the record that he thought it probably should be 
around 4 percent. 

Mr. Petty. That is correct. 

Mr. Garmatz. I said, “Would you say 3 percent, would you drop 
it another percent?” He did not say “No,” and he did not say “Yes.” 

Mr. Petiy. I will say to the gentleman that I recall Mr. Morse 
saying that he thought it was probably 4 percent, but, when we 
found that he did not have very accurate figures, and I think the 
committee ought to put an expert into this thing and really find out 
about these costs—— 

Mr. Tuompson. I agree; and the west coast has done such a terrific 
job in industrial development that even since Mr. Morse’s testimony, 
it might be possible that those costs have been lowered again. 

Mr. Petty. I know our labor costs have gone up since Mr. Morse 
testified. I do not know about the steel costs. 

Mr. Casgy. Would the gentleman yield? 
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Mr. Tuomeson. Mr. Casey. 

Mr. Casey. How was the 6 percent arrived at? It was your bill, 
was it? 

Mr. Martxi1arp. This was 1936. I may be old but not that old. 

Mr, Borxrn. I was here and I was for it then because I thought 
they needed it and I think it was justified then. I am against it now. 
They certainly do not need it now. They did not have any steel 
mills. I was in the shipbuilding business. You talk about picking 
up people. We won pennants on the gulf coast for building ships. 
Our competitor was the United States Steel Corp., the Todd Ship- 
building, and we built four ships to their one. 

Mr. Downrne. I think you will find that Congressman Welch of 
California introduced the original legislation and it has an interesting 
history. Eventually, it resolved to the fact that you had to go alon 
with the west coast in granting this differential so that they woul 
not oppose the Merchant Marine Act of 1936. I have records to sup- 
port that statement in the file which I will be glad to furnish to the 
committee. I think you will find that that is the case. 

Mr. Borxin. Mr. Chairman, that great fellow Welch sat right 
there and said, “Frank, if we do not get the South and West together, 
they are just going to take it all.” He was a great fellow. 

We went to California together. We worked that out. We found 
they needed it then and needed it badly and I voted and worked for it. 

I do not think they need it now. I think it ought to be done away 
with, We have helped them all we can. If they needed it now I 
would be for them now. 

We are ruined on the gulf coast. We had one deal down there 
where the great Alabama Drydock & Shipbuilding Co., people who 
have been in the business as long as I can remember, had a bid that 
was better and, Lord bless my soul, I had forgotten about the 6 per- 
cent and we lost on the 6 percent. If the 6 percent had not been there, 
we would have had many millions of dollars’ worth of ships to build 
at the Alabama Drydock & Shipbuilding Co., in Mobile. 

Mr. Tuompson. Gentlemen, I think we should proceed. 

Our next witness is Mr. R. L. Burke of the Sun Shipbuilding & Dry 
Dock Co., Chester, Pa. 

Mr. Burke, will you take the stand, please ? 

Please identify yourself for the record and proceed with your state- 
ment. 

Do you have a prepared statement ? 


STATEMENT OF R. L. BURKE, PRESIDENT, SUN SHIPBUILDING & 
DRYDOCK CO., CHESTER, PA. 


Mr. Burke. I have no prepared statement ; no, sir. 

Tam R. L. Burke, president of Sun Shipbuilding & Dry Dock Co., 
Chester, Pa., director of the Atlantic, Gulf & Great Lakes Shipbuild- 
ing Association. 

appear before the committee in support of H.R. 8093 and com- 
panion bills which repeal section 502(d) of the Merchant Marine Act 
of 1936, as amended. 

As I said before, I have no prepared statement. 

I feel that the equitable life of the 6-percent differential has at least 
outlived its usefulness. I do not question myself that back in 1936 it 
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may have been justified. Since that time, the progress on the west 
coast has become so great that they now, in my opinion, do not haye 
to rely on the east coast for materials and equipment to build their 
ships. 

his is the thing that bothered me before this question was eyer 
brought up in this committee. I might say that I consider, and I be. 
lieve it is generally considered, that our Sun yard is a fairly efficient 
organization. We have been in business 44 years. We have lived 
through many storms. 

I would like to refer to the three ships for the American Mail Line. 
Without any differential, Todd, San Francisco, underbid us, Bethle- 
hem, San Francisco, underbid us, Bethlehem, San Francisco, underbid 
us. That was without any differential. 

To go farther, on the two ships for Pacific Far East, without any 
differential Bethlehem, San Francisco, underbid our yard. 

On the State Steamship four vessels, without differential, the Puget 
Sound company underbid our yards. They did not get the job but 
they underbid us. When I say they underbid our yard, our bids on all 
of these programs have been in a favorable position. We have not 
been at the top of the list. We have been close to low or about in 
the middle. When I know how closely we bid on those jobs, then when 
you come up with a 6-percent differential and they underbid us with- 
out that, I become alarmed. 

I feel that it is perfectly just to build ships on the Pacific coast, on 
the gulf coast, on the east coast and on the Great Lakes, but I do not 
believe at the present time that the Pacific coast needs any favoritism, 

Mr. THomrson. Would the witness suspend a little, please? 

Mr. Garmatz? 

Mr. Garmatz. Were these bids that you were talking about now 
made last year? 

Mr. Burke. Let us say within the last 2 years, sir. 

I would like to go a little further on this west coast business and 
we are not talking conversion jobs, but I would like to mention this, 

There was the Matson conversion on the Hawaiian Citizen. We at 
that particular time, and that was probably a couple of years ago, 
from an organizational standpoint in our yard needed that job in 
the worst way to maintain our organization. It was approximately 
a two and a half million dollar job in our figures which I understood 
were low with one exception. The Willamette people underbid us 
to the extent of a couple of hundred thousand dollars. That is the 
sort of thing that makes me concerned about this west coast differential. 

Mr. THomreson. Just to clarify in my own mind, who underbid you 
on that job? 

Mr. Burke. Willamette, at Portland, Oreg. 

On the question of procurement of equipment on the west coast, we 
were the low bidder on the first four Moore-McCormack ships. They 

ut out bids for seven. They decided they would not bid but four. 
We were the low bidder on four. Todd was next. So I believe, under 
the section of the 1936 law, or let us say, the Public Law 805 amend- 
ment, that order was split. Todd of San Pedro was given two of the 
ships and we were given the other two. We were designated as the 
lead yard and as the lead yard we di all of the engineering, designing, 
and whatnot, and furnished the Todd outfit with all the necessary en- 
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gineering plans and all of the data that go with the construction of the 


ip. 
tn view of that arrangement that we were the lead yard, both Todd 
and ourselves realized that we could make purchases more favorably 
for four ships than we could for two. So Todd and ourselves made 
an arrangement whereby we were to do the purchasing, with the ex- 
ception of a few items, for their two vessels, 

I do not know whether this is too ethical or not. I will not mention 
too much, but, in view of the fact that we were designated by Todd 
under contract to do their purchasing, Todd furnished us their esti- 
mate of the material and equipment of various kinds that they had 
used in their estimate. In other words, they gave me a copy of their 
estimate. That estimate was not complete by any means. I know 
nothing of their man-hours and overhead expenses, but I did have a 
list of suppliers that they used in setting up their estimate, and, of 
course, representing them and doing their ne our company 
had to follow out and see who you may be able to purchase the equip- 
ment from at the least cost. 

Well, I was dumfounded to find that in the Todd estimate their 
total on material or equipment was almost identical to what we had. I 
found that on the main suppliers of the turbines and gears, the boilers, 
the generators, the condensers, that their quotations from the big sup- 
pliers were exactly the same as our quotations but the big suppliers 
delivered in San Pedro. They absorbed the freight costs. That, I 
think, is verified. You will see the verification of that in the exhibit 
here, in the two letters from Westinghouse and General Electric, but 
they are not the only big people. 

The only people, I might say, that demand that the purchaser pay 
his own way, freightwise, would be boilers which would be around 
$3,000 a ship. It is not a big item in the cost of the ship. 

Generally speaking, all the east coast equipment is furnished at the 
delivery point with the freight absorbed. 

Mr. Petty. May I ask a question at that point, Mr. Chairman ? 

Mr. Tuompson. Mr. Pelly. 

Mr. Petuy. Is it proper under the antitrust laws of the country to 
furnish turbines and boilers and other supplies at identical prices ¢ 

Mr. Burke. I do not see, Mr. Pelly, how these big suppliers can 
quote you one price for turbines and gears and another man that price. 
I do not say they all quote the same price but I say that each company 
will quote the individual yard wherever he may be located geographi- 
cally. 

Mr. Petty. I mean the same delivered price. Is that proper? 

Mr. Burke. I would not know that, sir. I do not know about the 
technical end of it. You have the letters in here. I cannot tell you 
whether it is legal or not. I am not a lawyer. 

Mr. Petty. Then is it customary for you to get comparisons of your 
competitors’ bids ? 

Mr. Burke. It is not and I tried to make that clear to you. 

Mr. Petty. This is only one case. 

Mr. Burke. Because we were the lead yard and at Todd's instigation 
they requested that we purchase the material for their ships. That 
would be natural because, if we made the designs and we made the 
plans, naturally the same components should go in that space. Other- 
wise, if they got somebody else’s components, they would not fit. 











114 PACIFIC COAST SHIPBUILDING 


Mr. Petiy. I agree. I think that is perfectly ethical and proper, 

Mr. Burge. This may be of interest to you. 

The main propulsion turbines and gears, electric motors, controls, 
deck machinery including steering gear, engines, anchor winches, 
cargo winches of which there are about 36 or 40, the turbine-generati 
equipment and condensing equipment, those items represented a tot 
purchase price, that we finally bought for, of approximately $1,580,000, 

Mr. Tuompson. Was that for each ship? 

Mr. Burke. That is per ship, yes. On all of that material the 
supplier paid the freight. That was put in San Pedro at the same 
dalivened price as at Chester. That represents about 30 percent of the 
material and equipment that goes into the ships including the steel. 

We make a big noise about steel. Steel, after all, is not the big 

art of a cost of a ship. We talk about freight. Let us say the 
Seatediiatinnvenk ships are roughly 4,000 tons. Suppose the steel 
is $4 more a ton freight. On 4,000 tons it would be $16,000 if you 
got that close. On a $10 million contract that is peanuts, because there 
are advantages where they can buy close to home where I found in 
looking this thing over that we bought considerable from the west 
coast. In other words, the Western Gear Corp., out of the bidders, 
were lower by far than any of the east coast suppliers. These are 
California bidders that I have here. They are reliable people. We 
had never done business with them before. Fortunately, I am very 
happy with their conditions out there and the way they work. They 
are good people. I like to deal with them, but competitively they 
entirely underbid anything that we could get from the east coast. 

Mr. THomeson. What has been your experience on the purchase of 
lumber ? 

Mr. Burke. Last year, I can tell you that we purchased $112,000 
worth of lumber from the Pacific coast. That was purchased through 
a Philadelphia agent but it came from the Pacific coast. We buy our 
lumber from the Pacific coast. It all depends on the magnitude of our 
business as to how much we can buy. 

Mr. THomrson. What percentage is that of the total amount of 
lumber that you purchased last year ? 

Mr. Burke. We buy practically all of our lumber from the Pacific 
coast. We do not buy it locally. We buy it from dealers that furnish 
it from the Pacific coast. 

Mr. Matiurarp. Could I ask a question of Mr. Burke? 

Mr. Tuomeson. Mr. Mailliard. 

Mr. Matrurarp. On these items that you buy from the west coast, 
is the same thing true that the delivered price is the same ? 

Mr. Burxe. Absolutely the same. The Western Gear are giving us 
the same price delivered in Chester, since they absorb the transporta- 
tion, that they deliver the same material for in San Pedro. 

Mr. Marurarp. In other words, everybody is getting the same de- 
livered price no matter where it is delivered to? 

Mr. Burke. That is pretty much how it works out. That is one of 
the reasons I have in my mind that certainly the 6 percent differential 
is not required on the west coast. They certainly do not need it today. 
They can just take care of themselves. That is all there is about it. 
They have become a competitor. 

I have no ax to grind with building ships on the west coast. I be- 
lieve that they are entitled to build ships out there the same as the 
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If, the east coast, and the Great Lakes. I think from a national se- 
curity standpoint that is important, but I do not believe, everything 
being equal, that they should be subsidized as opposed to the other 
parts of the country. ’ 

Mr. Boyx1n. If you please, Mr. Chairman, if there had been no 6 
percent differential, would you have gotten the four ships instead of 

wo! 
Mr. Burse. I do not think so, because I think at that time they were 
wanting to allocate the shipbuilding on the west coast. Frankly, it 
was a loss of business to us but I had no quarrel with that. I felt that 
the west coast were taxpayers as we are, and we are entitled to some of 
the business. It hurt like everything to lose two nice $10 million 
ships. 

Mr. Tuompson. Even though the 6 percent differential were taken 
away, there is still the authority to allocate. 

Mr. Burke. They have the authority, as I understand, under the 
Public Law 805 amendment. If they take a distress area the Maritime 
can use their judgment and place the work wherever they see fit. 

Mr. Boykin. But you were the distressed area then, were you? 

Mr. Burke. Yes, sir. 

Mr. Borin. And they were not? 

Mr. Burke. I do not know what they were. I know we were. 

Mr. Borx1n. We were in Mobile. 

Mr. Toomrson. Proceed, Mr. Burke. 

Mr. Burke. There is one other point here. There has been some 
question, as I understand, about the establishment of yards, we will 
say, on the west coast or it could be the gulf or any area. I can give 
you a little experience here that we had in our own company in the 
last war on the question of the time it takes to build a yard and get it 
into operation. 

We, in December 1940, before we officially got into the war, were in- 
structed to build four more shipways. We had at that time eight 
shipways. In 7 months, we laid our first keel in this first expansion 
of four shipways, what was known as our south yard. We called it 
our south yard. In 7 months we laid our first keel and the yard was 
finished completely in 14 months. 

The real question, in my opinion, in building a new yard is to get 
the equipment that goes with the ways. The ways can be built very 
quickly so long as you are anywhere along deep water, in my opinion. 
There comes a question of how soon you can get your cranes. 

In December 1940, 4 months later, we were instructed to build eight 
more shipways which we started in April 1941. 

Mr. Boykin. You were requested ? 

Mr. Burke. We were directed by the Government to do this, the 
Maritime Commission. 

In 1941, we were instructed to continue and build eight more ship- 
ways which were started in April 1941. 

In November 1941, 7 months later, we started to lay keels. The 
yard was completed in April 1942. It took a year to build that. We 
did not only build the shipways but we built new shops and all the 
component parts that go into the shops. 

Before that yard was completed in February 1942, we were in- 
structed by the Maritime to continue and build eight more shipways 
which gave us a total of 28 shipways. 
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I think, waywise, we were probably the largest in the world. 

The first keel there was laid 11 months after we started the yard. 
The yard was finished in 10 months but the reason for the delay there 
again, as I say, was the crane situation, getting cranes to build your 
your ships with. 

I do not think that setting up the yards, whether on the west coast 
or south or wherever they may be, establishing new ways I do not 
think is any question. I heard the question raised here about having 
people instruct others when this expansion comes. That is most 
necessary. 

Gentlemen, I want to thank you for hearing me. I certainly feel 
that the 6 percent differential is antiquated and unjust and unfair in 
the present status of the situation that exists on the west coast at the 
present time. I think they are favored subsidywise in a way that is 
unfair to the rest of the industry throughout the Nation. 

Mr. THompson. Thank you, Mr. Burke. Your statement was very 
concise and we appreciate it. It reflects your long years of experi- 
ence. I have been in your shipyard and have seen some of the fine 
work you have done there. I know that your statements are well 
qualified. 

Mr. Burke. I might state that in the last 3 years we have modern- 
ized our plants and put $6 million in there. We were hoping that 
there were going to be some ships to build and, now that the Govern- 
ment cannot find the money to build them, we are stuck with the $6 
million investment. 

Mr. Tuompson. I hope we do not have to start. subsidizing those. 

Mr. Borxrn. I think we will have to subsidize all the shipbuilders 
every where. 

Mr. THompson. Are there any questions? 

Mr. Jounson. Mr. Chairman. 

Mr. Tuompson. Mr. Johnson. 

Mr. Jonson. For the purpose of the record, you say, of course, that 
you support the proposed legislation. You do realize that there is a 
great. difference in the bills proposed? One only deals with section 
502(d) where, of course, others go much further as to amending 509. 

For the record, what is your position ¢ 

Mr. Burke. Frankly, I should know but I do not know what that 
proposal is. I am not in position to answer your question. I am not 
familiar. 

Mr. THompson. We are glad to have Mr. Miller back with us this 
morning. He just returned from Geneva last night where he attended 
some important fishery conferences. 

Mr. Miuuer. I have no questions. I have not had a chance to orient 
the situation. I cannot claim any special credit. 

Mr. Mailliard and Mr. Tollefson were over there and Mr. Casey was 
over there. Mr. Casey and I got back last night. 

Mr. Petty. From what I read in the papers, I want to say that all 
of you might as well have stayed here as far as the fishing industry is 
concerned. We might as well stay home and help our fishing industry 
and not go to foreign countries to get votes because they do not vote 
for us. 

Mr. Tuompson. I think, in fairness to Mr. Miller and his trip to 
Geneva, that it was most important that he went. Whether or not we 
win, perhaps if he had not gone we would not have won as much. 
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Mr. Mutter. A number of people have gone there. Mr. Van Pelt is 

still there. Mr. Pelly’s statement is true that the outlook is not. so 
ood for us now. We have learned a lot of things. We are going 

into a comparatively new era where San Marino has one vote and the 
United States has one vote, Ghana has one vote and the British Govern- 
ment has one vote. 

Mr. TuHompson. We are very fortunate that these hearings are 
limited to national affairs. 

Mr. Boyx1n. Let me just say that I am chairman of the Wildlife 
Committee and I was supposed to go but I had an opponent down 
home and had to look after him a little bit. I wanted to get rid of 
Mr. Miller here and asked if he would go there and look after the fish. 

Mr. Petry. I think he was going to get all the west. coast represen- 
tatives out of town so that he could have this hearing. 

Mr. Tuompeson.. Let us proceed now. 

Mr. Tollefson, do you have any questions ? 

Mr. Totierson. Yes, Mr. Chairman. 

Mr. Tuompson. Mr. Tollefson. 

Mr. Totuerson. Mr. Burke, I gathered from your statement that 
your position is to the effect that this 6 percent. differential provided by 
law is no longer needed ? 

Mr. Burke. That is my feeling; yes, sir. 

Mr. TotieFson. And that, therefore, the 6-percent differential pro- 
vision in the law should be repealed. 

Now may I assume that your position might be different if there 
were a difference in costs between the east and west coast yards? 

Mr. Burke. I said, Mr. Tollefson, that at the beginning in 1936 
I had no quarrel to pick with the differential. At this time, and 
through the progress that has been made out there in the last 25 or 
30 years, I think it is antiquated, it is not required, and I think it is 
unfair to the entire industry to subsidize any particular area. 

I think it has lived its useful life long ago. 

Mr. Totierson. I was trying to get at this matter of policy. I 
rather gathered from what you said that the policy is correct if it was 
justified. 

Mr. Burke. I would have no fight with it if it was justified, but I 
do not think it is justified. My experience is, and I think I have had 
enough now to confirm my opinion, that it is not justified. They 
are trimming us right and left without it and I think, and maybe 
I have a little ego, that we are probably as good as most of the yards 
on the east coast. They are underbidding us out there and with this 
additional club up their sleeve if this thing goes on I am disturbed 
about our future existence. 

I have gone along with it but where you have a condition on the 
west coast where the 6 percent differential exists, I am very doubtful 
if I shall even bother to bid on jobs in the future unless there is some 
change. 

It costs $10,000 to $15,000 at least to make an estimate on these 
ships. What is the use of making an estimate if you know the other 
fellow has you trimmed before you start? There is no use of doing 
it, sir. 

Mr. Totierson. I think your position is fair, Mr. Burke. I just 
simply wanted to be clear in my own mind what your position actually 
was. 
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As I understand it, to repeat, you have no quarrel with the policy 
as long as it could be justified ? 

Mr. Burke. When it was needed and equitable, I had no quarre] 
with it. 

Mr. Torrerson. And your present position is that, with the facts 
as you know them, it is no longer needed? — sos OP 

Mr. Bourse. That is right. I think it is an injustice to the ship. 
builders in the other parts of the country to have that subsidy out 
there. 

Mr. Toxterson. I further gathered from what you said that you 
thought that in the interest of national defense there ought to be 
shipyards on all coasts? 

Mr. Burke. I think so. I agree with that. 

Mr. Touzerson. And that if it is necessary to maintain the yards 
on all coasts, it ought to be done by allocation under 805? 

Mr. Burke. Yes. That was applied really in some of the dividing 
of the Export jobs that went to National Steel, and, of course, our 
job was split up and part of it went to Todd. That was really alloca. 
tion there. 

Mr. Toxtierson. You mentioned the fact that some of the west 
coast yards had in fact underbid you in certain instances. 

Mr. Burge. Yes. 

Mr. Totuerson. What has been the overall picture in the past 10 
years? How have their bids compared with east coast bids? 

Mr. Burke. Well, I only know what it is, sir, since we have been 
having this maritime program where ships have been out in the last 
few years. Earlier than that, we did not hear much about them. 

Mr. Totierson. With respect to this replacement program by the 
Maritime Administration, what has been the overall picture there with 
respect to bids from the west coast as against bids from the east coast? 

Mr. Burke. Well, I would say that I spoke from my own experi- 
ence and from our own bids. I gave you three examples there where 
they underbid us. I do not have the information on the other bids 
at my fingertips but that can be procured. 

Maritime has sheets on all those bids. I could not answer your 
question directly. 

Mr. Totierson. Mr. Chairman, could we have inserted in the record 
at some appropriate point the bids submitted to the Maritime Ad- 
ministration since it started its replacement program ? 

Mr. TuHomrson. Would it be possible to include it in the files of the 
hearings rather than burden the record with such voluminous infor- 
mation ? 

Mr. Miter. Mr. Chairman, if I may speak to that, I think it is quite 
pertinent and should go into the record. The volume is not too great. 

Mr. Totierson. What we could do, Mr. Chairman, is that I will 
withdraw my request and maybe at a later point ask Maritime to 
furnish the figures. 

Mr. THompson. Yes; and if they are not too voluminous, I see no 
objection to putting them in. 

Mr. Mixer. I think we should get them and they should go into 
the record because this is the basic data on which you are going to 
make these decisions. 
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Mr. THompson. Are you sure that this is complete as of now? 
Would you rather have more information from Maritime? 

Mr. Marixirarp. I think we should ask Maritime to submit it. 

Mr. THompson. Then, will counsel see that the request to Maritime 
ig made and we will defer until we get the information from Mari- 
time. 

Mr. Totterson. Thank you. 

I have just one other question, Mr. Burke. Could you tell me off- 
hand what percentage of your equipment and machinery you have 
purchased from west coast concerns ? 

Mr. Burxe. Yes. I can give you a pretty close figure on that. 
We have purchased deck machinery. We have purchased roughly 
$25,000 of valves. 

You have roughly $400,000 of a total, we will say, of $534 million 
for all the purchases including steel. You have $400,000 there versus 
your $534 million, whatever that percentage is. 

Mr. THomson. Have you included the purchase of lumber in that 
estimate ? 

Mr. Burke. No; I did not include the purchase of lumber, so you 
can add $100,000. There is a half million dollars as against $534 
million that we figure goes into a ship. That is 7 percent, I would 
say, approximately. 

Mr. Totterson. Thank you, Mr. Burke. I realize that is a rough 

re. 
Mr. Burke. That was going through my head. 

Mr. Totterson. Do you know whether west coast yards actually 
purchase any steel from the east coast mills? 

Mr. Burke. I would not know, Mr. Tollefson. I do not know what 
the west coast yards do. I think in this particular case that in the 
Moore-McCormack ships Todd purchased their steel on the west coast. 

I am quite sure that they did not purchase the east, sir. 

Mr. Totterson. That is all, Mr. Chairman. 

Mr. THompson. Are there any further questions? 

Mr. Boykin. Can I ask one more question ? 

You have been in this business for how long? 

Mr. Burke. I have been in this business 53 years. I have been at 
the Sun Shipbuilding Co. since its inception. It was built in 1916. 
I went there as quite a young man and [ have been there ever since. 
I have been there 44 years. I stayed with it and probably have had 
pretty near every job in the yard over the years and, finally, 10 years 
ago, was made president. 

Mr. Borxin. I am sure you have. 

Did I understand you to say that unless they did away with the 6- 
percent differential for the west coast, you were afraid for the exist- 
ence of your yard which has been in business for 50 years? 

Mr. Burke. Frankly, our mother company is the Sun Oil Co., and 
over the many, many years if we had not had a good mother we would 
have been out of business. The Sun Oil Co. has maintained us in dull 
times and hard times and this probably would be a question politically, 
but oe it has been more of a patriotic move that they have kept 
us there. 

I think in case of an emergency we are probably the greatest mer- 
chant potential in the country, as we were in the last war. We built 
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40 percent of all the tank ships built in that period, We got up to 
between 35,000 and 36,000 people. There, again, we fortunately had 
before the war for several years run around 7,000 people. Right now 
we are starving to death and are only supporting 3,000. 

To carry the place properly, we would have to have about 4,500 
employees. In the last several years, we have run about 3,000. We 
just about keep our heads above water. We need the work, but there 
is a tremendous potential, 

Right along the Delaware River there, right along the channel, 
there is a mile and a half of riverfront that could be put into opera- 
tion should an emergency arise. I think it is one of the most impor- 
tant industries, at least. shipbuildingwise, that should be maintained, 

I often thought, knowing the picture as I have, that for the national 
benefit and protection we should have help from the Government 
to maintain ourselves as a potential. 

Mr. Tuomrson. I hope the Association of Commerce helps to pay 
your expenses here, Mr. Burke. You speak well for your area. 

Mr. Miller? 

Mr. Mitier. Mr. Burke, I think that all of us can agree with you 
as to the condition of shipbuilding throughout the United States, 

Do you have any knowledge as to whether or not your company 
is alone in this position of having a lack of work? Do you know any- 
thing about the yards on the Pacific coast as to the volume of work 
that they may be enjoying now ? 

Mr. Burke. I am not familiar with what they have had on the 
Pacific coast. If you look before the last war the thing was pretty 
flat throughout the entire country. We come to the last war and the 
construction built up. Then after the last war the thing has been 
pretty flat. It was not only dull on the west coast but terribly dull 
on the east coast. 

As I just. said, there were times when we wondered how we were 
going to exist. 

Mr. Miter. So that all shipyards are in that position. 

Mr. Burke. All the shipyards are in the same boat, in my opinion. 
If we had not had the ship-repair business and two drydocks and 
other sidelines, we could not have existed. 

Mr. Tuomrson. I will say that all shipyards and areas will have 
a full opportunity to state their present positions. We have two more 
witnesses to hear this morning. 

Mr. Muer. Just a minute, Mr. Chairman. I have not finished. I 
wanted to bring out to Mr. Burke the fact that he admits that this 
condition exists or can exist and that he does not know what the con- 
ditions are in the shipyards on the west coast today. 

Mr. Garmarz. Will the gentleman yield a moment ? 

Mr. Mirier. I am asking Mr. Burke the question. 

Mr. Burxe. I know that they have work from the Maritime. I 
know they have the ships in the last 2 or 3 years. 

Mr. Mitter. How many are they building in the San Francisco Bay 
area, and the San Francisco Bay area had great shipbuilding potential 
during World War II. It has a great proportion as any other place. 


How many ships are being built in the San Francisco Bay area right 


now ? 
Mr, Burke. Well, personally, I am not in that position. 
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Mr. Miuuer. That is all I wanted. 

Mr. Burke. I think there are 15 vessels which have been awarded 
on the west coast. 

Mr. Miter. You do not know how many have been absorbed in the 
east coast in a comparable time ? 

Mr. Burke. I think those figures have been given. 

Mr. Tuomeson. Those figures have been given. 

Mr. Mutter. I yield to Mr. Garmatz. 

Mr. Burke. The chart shows that the Pacific coast have 15 ships 
under contract at the present time and on the east coast we have 18 
ships under contract at the present time. That is the Maritime replace- 
ment program. 

Mr. Mitter. You go back over the years, though, and this is about 
the time that the Pacific coast is at the top in its shipbuilding activi- 


ties. 

Mr. Burke. Yes. There is no question but what this replacement 
program 

Mr. Miter. I yield to Mr. Garmatz. 

Mr. Garmarz. For your information, today 36.5 percent of all 
tonnage under construction for the Maritime Board is in the Pacific 
coast yards. 

Mr. Mitier. I am going to ask, Mr. Chairman, that the Maritime 
Board be requested to then give us a percentage breakdown on the 
east coast and west coast in the last 5 years. 

Mr. THompson. Counsel will see that you get the information for 
the subcommittee. 

Mr. Mailliard ? 

Mr. Marurarp. Mr. Chairman, I have no questions. 

I just want to say that I think Mr. Burke as usual has been a very 
gracious elder statesman in this business and has made an excellent 
witness, and I am happy to see him. 

Mr. Burke. Thank you, Congressman Mailliard. 

Mr. THomrson. We are most happy to have had you here, Mr. 
Burke, and we will certainly take your good advices under consid- 
eration. 

Mr. Burke. Thank you for hearing me, gentlemen. 

Mr. THompson. We have as the next witness, Mr. E. Q. Sylvester, 
who is president of the American Ship Building Co. 

Will you identify yourself for the record, please? 





STATEMENT OF E. Q. SYLVESTER, PRESIDENT, THE AMERICAN 
SHIP BUILDING CO., CLEVELAND, OHIO 


Mr. Sytvester. I have no prepared statement, Mr. Chairman. 

My name is E. Q. Sylvester. 1am president of the American Ship 
Building Co., Cleveland, Ohio, and vice president of the Atlantic, 
Gulf & Great Lakes Shipbuilding Association from the Great Lakes 
area. I appear before your committee in support of H.R. 8093 and 
companion bills which repeal section 502(d) of the Merchant Marine 
Act, 1936, as amended. 

The American Ship Building Co. has four yards in the Great Lakes. 
We have one at Buffalo, one at Lorain, one at Toledo, and one at 
Chicago. 


58477—60—pt. 2——_5 








122 


I also speak in behalf of the Great Lakes Engineering Works 9 
Detroit, whitch has a yard at Ashtabula, Ohio; as well in Defoe Shj 
building Co., Bay City, Mich., Manitowoc Shipbuilding, Inc., Man. 
itowoc, Wis. The presidents of these companies have been detained 
by the pressure of other business and are iene of having an op. 
pry to speak to you at later hearings. These yards are the ma- 
jor shipbuilders on the Great Lakes. They have a lot of business, 
Two of those presidents have trials today, and that is the reason they 
cannot be here. 

In 1936, when the 6 percent differential in favor of the Pacific coast 
was first established, the yards in the Great Lakes area were not in q 
position to deliver to the seaboard vessels of the type involved in the 
Federal Maritime Board’s present construction program. It is, there- 
fore, doubtful that Congress considered the Great Lakes yards as g 
factor in its determinations leading to the institution of the differen- 
tial. If Congress was considering anew today with a view toward in- 
stituting a differential accurately reflecting the relative cost disadvan- 
tage of shipyards on the four coasts, we feel sure that a differential in 
favor of the Great Lakes would be greater than that now enjoyed by 
the west coast yards. 

Shipyards in the Great Lakes labor under disadvantages peculiar to 
them. Among them is the fact that recent Federal Maritime Board 
contracts have continued provisions for delays in delivery amounting 
to $2,200 a day. 

In view of the fact that the greater period of the time the Great 
Lakes is frozen, this delay could amount to as much as a penalty of 24 

ercent on our costs on the Great Lakes. Recently Manitowoc Ship- 

uilding, Inc., having included approximately $200,000 to provide for 
the above contingency, was underbid by $115,000 by the low bidder to 
whom the award was made. At another time, on a prior bid, on which 
Manitowoc was low, but had made no such provision and took ex- 
ception to the contract clause, Manitowoc was thrown out as non- 
responsive. 

All of the Great Lakes yards have been to Maritime and discussed 
this with Mr. Morse and they have not been able to get any relief from 
him. He states that the shipowner needs this ship and the fact that 
we cannot deliver because of weather is our hard luck. Many times 
we get delays not due to our control and we might get into the winter 
months and have to hold the ships 4 months. 

Mr. Tuomprson. The Chair might state that only yesterday a delay 
of 145 days was not considered to be important by the Martime Com- 
mission in their determination. 

Mr. Sytvester. We have this penalty involved in our contracts of 
$2,200 a day. All the Great Lakes yards are extremely desirous of 
bidding upon ships built for the Federal Maritime Board. These 
yards are now in a position to construct such ships and deliver them 
through the St. Lawrence Seaway to deep water, and they are ex- 
periencing a decline in some of their formerly staple business. For 
example, Great Lakes ore carriers, long a mainstay of the business, 
are declining in importance owing to a decline of the Mesabi Iron 
Range This is where the seaway has worked to our disadvantage 
because now they are bringing in a lot of iron ore from Labrador and 
Canada and that has cut down the number of new ships required, 
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Furthermore, the seaway has opened it up so that the coast yards 
can now bid against our work. We were inland before. We are no 
longer considered such. 

Also, because of the 6 percent differential the combined handicaps 
have in most instances served to discourage the Great Lakes yards 
from bidding despite their great desire to do so. 

It is apparent to us that the Pacific coast differential no longer re- 
flects differences in shipbuilding cost. For example, Defoe only re- 
cently lost a contract on Navy destroyers to a west coast yard in com- 
petitive bidding. 

Normally, in shipbuilding you can reduce the cost when you are 
building the fourth, fifth, and sixth ship. This was without a subsidy 
and they were outbid by a west coast yard. 

Earlier in today’s hearings exhibits have been submitted showing 
the relative cost of material and components on the west coast and in 
yards in other parts of the country, and showing also the fact that 
components can be purchased as cheaply on the west coast as else- 
where, and we have bought quite a bit of material in the west coast 

ards. 

Thank you, Mr. Chairman. 

Mr. THompson. Thank you, Mr. Sylvester, for a fine statement. 

Mr. Miller ? 

Mr. Miter. You just spoke of losing some destroyers to west coast 
yards. 

Mr. Sytvester. That was Defoe in whose behalf I am speaking. 

Mr. Miter. Does the differential apply to naval work? 

Mr. Sytvester. No, it does not. 

Mr. Mitxer. Then it did not apply in this case? 

Mr. Sytvester. That is right. 

Mr. THompson. Even without the 6 percent differential they were 

underbid ? 
Mr. Sytvester. They were the low bidder and Defoe had experi- 
ence in this type of vessel and they were already building three of 
them and this yard had no experience in this guided missile destroyer, 
which is tricky. 

Mr. Boykin. You figure that if they were underbid on those they 
can do it on all of them. 

Mr. Sytyesrer. That is our contention. 

Mr. THomreson. Mr. Downing? 

Mr. Downine. This differential imposes a greater penalty on you 
than on those on any other coast ? 

Mr. Sytvester. Yes, and we think the Great Lakes yards are not as 
exposed to attack as the other yards. 

Mr. Downtna. Conceivably, losing these bids will deter the normal 
expansion of your industry there. 

Mr. Sytvester. That is correct. 

Mr. Tuompson, Mr. Tollefson ? 

Mr. Totterson. I have just one question. Your position is the same 
as the others, that the actual differential no longer exists and there- 
fore is not needed in the law. 

Do you believe that there ought to be shipyards on all coasts? 

Mr. Sytvesrer. I think that is a reasonable statement. I do not 
think there ought to be 2 differential. {I think labor rates are not a 
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factor because Avondale, for example, has probably the highest rates 
anywhere in the country but due to the fact that they have no union 
they are considered one of the lowest in the country. 

I think for national defense you should have yards on all coasts, 

Mr. Totterson. Do you favor the principle of allocating work to 
all coasts? Would you be agreeable to a program under which Mari- 
time would allocate to the four coasts including the Great Lakes area? 

Mr. Sytvester. It is easy to be handed work but I do not think it jg 
for the best interests of the country. 

I think it ought to be dog eat dog and let the better man win. 

Mr. Touzerson. I do not know that you understood my question. 

Mr. Sytvester. Excuse me. 

Mr. Totterson. When I say allocate, for instance, you have seven 
yards on the Great Lakes? 

Mr. Sytvestrer. Yes, I think that is right. 

Mr. TotieFrson. I mean allocate a certain percentage of the ships to 
be built for bidding among those seven yards so that it would be a dog 
eat dog proposition as far as the Great Lakes are concerned. 

Mr. Sytvester. I am not really in favor of allocation. 

Mr. Totterson. You do not favor allocation ? 

Mr. Sytvester. No, sir, I do not. 

Mr. Toxtierson. Would you take the same position if in fact the 
Great Lakes could not compete with other ale and as a consequence 
their yards would not get work? Then would you be agreeable to that 
situation ? 

Mr. Sytvesrer. We are going to diversify. We think the ship- 
building business is pretty sick, so we are going to other lines of 
endeavor. 

Mr. Totxerson. Is that by reason of the differential or just because 
of the general picture ? 

Mr. Sytvester. I think the return on your investment in shipbuild- 
ing is very poor. As far as our nerpans is concerned, we are not going 
to put any more money in it and I think that is the reaction of most 
of the people on the Great Lakes. We are putting money into other 
things. 

Mr. Totierson. What you are saying is that the shipbuilding in- 
dustry nationwide is rather sick. 

Mr. Sytvester. That is correct. 

Mr. Tuompson. That is a condition that exists regardless of the 
question of these hearings. 

Mr. Sytvester. The 6 percent just makes our condition worse. 

Mr. Borxtn. If you had a 6-percent differential there, could you 
make it? 

Mr. Syivester. We certainly would take it. 

Mr. Tuompson. Mr. Pelly ? 

Mr. Petiy. I wanted to ask if you ever lost business as a result of 
the 6 percent. 

Mr. Sytvesrer. You see, we have not been able to bid until the sea- 
way opened last year. At that time we, finished some Navy LST’s. 

Mr. Petry. But you have never lost business: as a result of the 6 
percent? |! 

. Mr. Sytvester. No, because we were not able to bid. 
. Mr. Petty. You made a, statement that you were protected from 
submarine attack. 
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Mr. Sytvester. That is correct. Atleast, we think weare. Maybe 
that is an incorrect statement. 

Mr. Petty. I would think you are more vulnerable. It just takes 
one tiny homemade bomb to stop any shipping through the canal, 
does it not ? 

Mr. SytvesTer. You are saying wiping out the locks? 

Mr. Petty. Yes. 

Mr. Syivester. In that case, that is correct. That is right. 

Mr. THomrson. Thank you, Mr. Sylvester. 

Mr. Sytvester. You are welcome. 

Mr. THompson. We have Mr. William Purnell Hall, president, 
Maryland Shipbuilding & Drydock Co. 

Will you come forward, Mr. Hall, and identify yourself for the 
record 


STATEMENT OF WILLIAM PURNELL HALL, PRESIDENT, MARY- 
LAND SHIPBUILDING & DRYDOCK CO., BALTIMORE, MD. 


Mr. Hartt. Mr. Chairman and members of the committee, I am 
William Purnell Hall, president of the Maryland Shipbuilding & 
Drydock Co., at Baltimore, Md. 

1 appear in support of the legislation to eliminate the 6-percent 
differential which west coast shipbuilders enjoy against their com- 
petitors in the rest of the Nation. 

I should like to give you several concrete illustrations which will 
back up other testimony you have already received. 

First, as to the effect on competition, let me say that my company 
considers the 6-percent differential a sufficiently large handicap to 
force us out of competition for shipbuilding contracts with west 
coast yards. 

On three separate occasions during 1959, involving nine ships, we 
declined to bid on ship construction contracts because of the 6-percent 
differential. I expect. that we will not bid on any construction work 
in the future that involves that handicap. Preparing bids is an 
extremely expensive procedure and we just do not think our com- 
pany is big enough to throw money away. 

Secondly, I should like to give you three concrete, specific illus- 
trations from work either recently completed or now in progress in 
our plant that demonstrates the lack of need of the west coast for the 
6-percent differential. 

Main propulsion equipment is the most expensive single piece of 
equipment involved in ship construction. The last ship launched by 
my company contained main propulsion equipment manufactured at 
Sunnyvale, Calif. We now have two ships on the ways. The main 
propulsion equipment for both ships was manufacturer in San Fran- 
cisco. Just recently we completed the conversion of two Grace Line 
ships to container-carrying ships, ships that you saw, Mr. Mailliard, 
when you were in Baltimore a few weeks ago. 

The most expensive single purchase made for these jobs involving 
more than a million dollars out of a total contract. of several million 
dollars was for the container handling cranes. These cranes were 
manufactured in Alameda, Calif. 

I could give you many other illustrations but they would not tell the 
story any more clearly than those that I have already given. 
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I, too, am a director of the Atlantic, Gulf & Great Lakes Ship- 
building. Association. In previous testimony you may have gotten the 
impression that our contention in this matter of freight rates is that 
all manufacturers of shipbuilding components deliver to any shipyard 
in the country with freight absorbed. That is not our contention. 

Our contention is that on many of the principal components that js 
so. I wanted to straighten that out because it seemed to me that that 

was the impression that you all had gained. 

I urge the committee to give favorable consideration to the legisla- 
tion before you, and appreciate very much the opportunity to have 
testified. 

Mr. Tuompson. Thank you, Mr. Hall. 

Are there any questions on my right / 

Mr. Miuirr. I was very happy to hear the witness mention the 
fact that these cranes came from Alameda. They came from Pacific 
Coast Engineering Co. ? 

Mr. Hau. Correct, a fine company. 

Mr. Tuomeson. Mr. Tollefson ? 

Mr. Totierson. Mr. Chairman. 

I think perhaps the record is already clear on this point, but it will 
not hurt to have it emphasized. 

Mr. Tuomeson. Mr. Tollefson has two questions that he is going to 
ask. 

Mr. Totierson. No, I am not going to ask those. 

The 6-percent differential does not apply to all ships upon which 
you might bid ? 

Mr. Har. No, sir. 

Mr. Totierson. It applies only to ships built for a west. coast based 
operator, is that not true? 

Mr. Hau. Yes. 

Mr. Totierson. That is all, Mr. Chairman. 

Mr. Tuomrson. What is your experience on bidding on ships that 
are not under the 6-percent provision insofar as competition between 
the west coast and your yard is concerned ¢ 

Mr. Haru. Well, I do not think there is any pattern. The west 
coast. yards sometimes have been high, sometimes have been low, with 
or without the presence of the differential in the invitation to bid. 
As Mr. Sylvester pointed out, on some extremely difficult ship con- 
struction, the construction of the guided missile destroyers, the west 
coast yard, which to the best of my knowledge had never had any 
expeelen’s doing that kind of work, was able to underbid the Great 
Lakes yard which has had considerable exper ience in that field. 

Mr. Tuompson. If the 6 percent were not in effect at all, what 
would be your opinion to the success of your yard were it located on 
the west coast as against where it is now ? 

I am speaking of prices. 

Mr. Hat. That isan awfully tough question to answer. 

I should think that if our yard were magically transplanted to the 
west coast, we would be able to be at least as good a competitor as we 
can be on the east coast. 

Mr. Tuomeson. Are there any further questions? 

Mr. Borxrn. But you are in favor of keeping the yards on the west 
coast, too, all over the country so that if we have an emergency we 
ean use them? 
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Mr. Haut. I think it is desirable to have shipyards on all four of 
the coasts, yes. 

Mr. Mamu1arp. Mr. Chairman. 

Mr. Tuompson. Mr. Mailliard. 

Mr. Martu1arp. Just following through on Mr. Thompson’s ques- 
tion about if you were suddenly transported out there, do you think 
you could be just as competitive as you are now? If your labor costs 
were to be increased, would this not have a very direct effect on your 
competitive position 

Mr. Hatz. Yes, that would. 

Mr. Maixurarp. If immediately you were paying slightly higher 
rates for labor, surely this would be a factor. Is there an oneatiang 
factor that you think would help you if you would move out there? 

Mr. Hatz. That is an “if” question. We are not paying very much 
less money in the shipyard that I am connected with. We unfortu- 
nately suffer from one of the highest labor rates on the east coast. 
The first class mechanic’s rate in our yard is $2.85 an hour and under 
the west coast master agreement the first class mechanic’s rate is $2.83 
an hour, so that at the mechanic’s level the west coast rate is a little 
less than ours. 

Mr. Matii1arp. Have you figured what goes into the construction 
of a typical ship ? 

Mr. Haru. No, sir, I cannot, because the rate per hour is, of course, 
only one factor. It is the most important factor but it is only one 
factor in the labor cost. All of the fringe benefits are tremendously 
important and extremely expensive and, in addition of course, the 
working practices, the ability to arrange work in the way that the 
management of the yard wants to arrange it and have the cooperation 
from the labor in force, is of extreme importance. The weather con- 
ditions are of great importance. We do not have as good shipbuild- 
ing weather in Baltimore as there is in the middle and southern part 
of California, so that it is hard to evaluate. I do not mean to be beg- 
ging the question. There are many factors involved in saying how 
much does it cost to provide the labor for a shipbuilding contract. 

Mr. Maituiarp. What about length of contract? What length of 
contract do you get with your employees ? 

Mr. Hatu. Our current contract which expires in August of this 
year was a 2-year contract. 

Mr. Matiurarp. Is this a factor of any importance, as to whether 
Oey can get a l-year or a 2-year or 3-year contract, when it comes to 
idding ¢ 
Mr. cs, Is the length of our contract important? It makes you 
dosome awfully fancy crystal-ball gazing. 

Right now, for example, when we are looking at a construction bid, 
Tam in the unfortunate position of having to guess what the labor 
rate will do in the next possibly 2 years. 

Mr. Martiiarp. This is a factor, that the west coast traditionally 
has had only a 1-year contract for its labor as against 2 or some- 
times 3. 

Mr. Hat. It depends on where you happen to be. 

Right now we are preparing a construction bid and that will be 
done largely—all of the work will be done after the expiration of our 
existing contract. 
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So that it just depends where you happen to be in your contract 
periods when you bid on a piece of work. 

Mr. Maruiarp. I have two other questions. One, I only know of 
a single instance in a Maritime Administration bid, which is the on} 
instance where 6 percent could apply, where the west coast got the bid 
on a nationwide low bid. 

Do you know of more than one? 

Mr. Hatt. I do not. 

Are you talking about the one that affected my company ? 

No, offhand, I do not. That was such an unhappy experience that 
perhaps I have a mental block to learning about other people's 
experiences. 

Mr. Maruzarp. There have been statements about the west coast 
bidding lower but I know only of a single instance where the contract 
was awarded under a competitive nationwide low bid for the west 
coast. 

Mr. Down1na. Will the gentleman yield ? 

Mr. Maruiarp. Yes, sir. 

Mr. Downtna. Another instance was Newport News losing the bid 
to the American Mail ships. 

Mr. Matuuiarp. That was under 6 percent, but I say I only know of 
one instance where the Pacific coast got the bid on a nationwide bid, 

Mr. Tuompson. Of course, the 6-percent incentive is not to be con- 
sidered, though. 

Mr. Mattuiarp. I only know of a single instance where a west coast 
bidder was actually the national low bidder. 

You mentioned three contracts where you decided not to bid be- 
cause the 6 percent applied. Do you know who got them ? 

Mr. Hat. They were the American Mail and the Pacific Far East 
and the States Steamship. 

Mr. Mariui1arp. So one out of the three, one of your east coast com- 
petitors, got in spite of the 6 percent. 

Mr. Hat. Yes, I cannot make a case that all of the work has been 
going to the west coast because of the 6-percent differential. The 
fact just does not bear that out. What I do say, though, is that, if I 
am in a race with you and feel like I might have a reasonable basis 
for competing with you, I do not want to have a 20-pound sack tied 
on my back and have an extra disadvantage. 

Mr. Mariurarp. That is understandable but I think it is only fair, 
and you are not being entirely fair about it, when you say that this 
6 percent has not always proven to be a bar that there have been cases 
where in spite of the 6 percent the contract has gone to the east coast? 

Mr. Hatu. Yes,sir. That is correct. 

Mr. Tuompson. Did your answer include the question about naval 
vessels where the 6 percent did not apply ? 

Mr. Marrurarp. I restricted my question to Maritime contracts. 

Mr. THompson. My statement to you was that perhaps the 6 per- 
cent is an incentive not to be the low bidder, but on ships such as 
naval vessels where the 6 percent is not involved, I think it is only 
fair that that comparison be given. 

Do you know of any vessels where the west coast was low bidder 
on a bid without the 6 percent ? 
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Mr. Hatt. Yes, the one that Mr. Sylvester first referred to and I 
referred to subsequently. That is the bids for the missile-carrying 
destroyers where Puget Sound was the low bidder, lower than the 
Defoe. 

Mr. Mariu1Arp. Have you any others that you know of ? 

Mr. Hatt. Any other illustrations of that kind ? 

Mr. Maruurarp. Yes. 

Mr. Hatt. There may be but my knowledge is not as broad as it 
might be. 

Mr. Mariu1arp. That is all. 

Mr. Tuompson. Mr. Pelly. 

Mr. Petty. I want to say that I think you are about as fair a wit- 
ness as I have ever seen before this committee, particularly in view 
of the unfortunate effect in your own particular case of previously 
losing business. Actually, though, when you figure the number of 
ships that operate on the west coast, the only ones that could apply 
as far as the 6 percent is a pretty small percentage as against the ships 
that operate out of the gulf ports and the Atlantic and the Great 
Lakes; is that not so? 

Mr. Hatu. Yes, sir. I think that is true. 

Mr. Petty. That is all. 

Mr. THomrson. I again say we are fortunate to have Mr. Garmatz 
with us. He has been one of the committee’s most avid workers on 
settling Maritime problems. 

Mr. Garmatz, please feel free to ask questions or make any state- 
ment that you might like. 

Mr. Garmatz. Not at this point, Mr. Chairman. It is 10 minutes 
to12. Weare going to have a rollcall at 10 minutes after 12. 


STATEMENT OF ROBERT S. HOPE, KOMINERS & FORT, WASHING- 
TON, D.C., COUNSEL, ATLANTIC, GULF & GREAT LAKES SHIP- 
BUILDING ASSOCIATION 


Mr. Horr. Mr. Chairman, my name is Robert Hope. Iam counsel 
for this association. 

The gentlemen from the gulf coast, Mr. Lanier, from Ingalls; Mr. 
Carter, from Avondale; and Mr. Flynn’s representative, from Ala- 
bama, cannot get here until tomorrow morning. 

I realize that you wanted to conclude the hearings today. 

a Tuompson. The subcommittee will meet tomorrow, I might 
advise, 

Mr. Horr. We do not have a witness to put on right now. Mr. 
Harry Pierce was not able to get back until tomorrow. 

Mr. THomrson. Are there any other witnesses who would like to 
be heard just briefly this morning ? 

ee the subcommittee will meet tomorrow morning at 10 
o'clock. 

The subcommittee will be adjourned until tomorrow morning at 
10 o’clock. 

(Whereupon, at 11:50 a.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Thursday, April 14, 1960.) 














TO ELIMINATE PACIFIC COAST SHIPBUILDING COST 
DIFFERENTIAL 


THURSDAY, APRIL 14, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MERCHANT MARINE OF THE 
CoMMITTEE ON Mercuant Marine AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to adjournment, in room 
219, Old House Office Building, Hon. T. A. Thompson presiding. 

Present: Representatives Thompson, Miller, Downing, Casey, Tol- 
Jefson, Mailliard, and Pelly. 

Present also: Representatives Boykin, Garmatz, and Rivers. 

Present also: Representative Shelley. 

Staff members present : John M. Drewry, chief counsel, and William 
B. Winfield, chief clerk. 

Mr. Toompson. The subcommittee will come to order. 

Gentlemen, we appreciate your taking your time out during the 
Easter holidays or the beginning of them to come up to see us. We 
are going to try to finish up this morning. We have had some rather 
good witnesses, I think. The only ones that have not been heard 
from are the group from the gulf coast. 

This morning I believe there are four witnesses who will appear. 
We should be able to go right along into it. The witnesses who have 
appeared before have been brief and concise and have made good, 
graphically well illustrated statements. 

I think this morning we can finish up even before 12 o’clock. 

Mr. Lanier, would you take the chair, please, and identify yourself 
for the record? We would appreciate hearing from you now. 


STATEMENT OF MONRO B. LANIER, VICE CHAIRMAN OF THE 
BOARD, INGALLS SHIPBUILDING CORP., PASCAGOULA, MISS. 


Mr. Lanter. Mr. Chairman, my name is Monro B. Lanier. I am 
vice chairman of the board of the Ingalls Shipbuilding Corp., of Pas- 
eagoula, Miss., and also the parent company, the Ingalls Iron Works 
Co., Pittsburgh and Birmingham. 

Mr. Tuompson. I have been through the yards at Ingalls and have 
met many of the officers of the company. I have never seen a nicer 
group of people or a better organized shipyard than that. 

Mr. Lanter. I appreciate that,sir. I built the yard in 1938 and was 
president of the company in charge of all of its operations, the sales, 
the engineering, production, and I had the responsibility of getting 
the ships out on time. 
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Some 8 years ago, beginning January 1957, I became vice chairman 
with continued responsibility in the financial end, the sales and the 
atomic energy division. We are building nuclear submarines. 

I have no prepared statement. I concur fully in that which has 
been. brought out by Mr. Blewett and Mr. Burke, whom I have known 
for many years, and have studied the situation both in behalf of our 
company and the gulf and as vice president of the Atlantic, Gulf & 
Great Lakes Shipbuilding Association. 

I would like, however, to turn back the pages a few years, back to 
when the Merchant Marine Act became effective and the first ships 
were ae planned and were beginning to be produced beginning 
in 1937. 

I came from the vice president’s job in charge of construction and 
operations of the Freeport Sulphur, Freeport, Tex., the Cuban Ameri- 
can Manganese Corp., their steamship line, in which I had charge of 
repair as well as operation in serving most of the ports of the world, 

At that time, Mr. Ingalls was a member of our board of directors 
of one of our subsidiaries that I headed up and he prevailed upon 
me to come with him to develop new sources for fabricated steel for 
the Pittsburgh and Birmingham plants. There were two big plants 
at Birmingham and one at Pittsburgh and that company was the 
largest independent steel fabricator in America. 

We were encouraged by the passage of the act and particularly 
by Adm. Jerry Land’s statement that it was the program to build 
50 ships a year for a period of 10 years; large, fast ships, to rehabili- 
tate the American merchant marine. I do not doubt that was 
prompted by the fear of war in Europe, not of our getting into it 
perhaps but recognizing the great difficulty that America faced in 
World War I in entering it without a merchant marine; and so 
Schuyler Otis Bland, one of the great men of this country, got behind 
this movement and eventually put it across, which was one of the 
most constructive measures that have ever been taken permittin 
America to compete with Europe and still maintain our high stamdéal 
of living. 

For the Ingalls company, I viewed it not from a standpoint of 
national defense, because that was not even brought into the picture 
as far as the builder was concerned, but as a source of additional 
business. We were building barges at Decatur, Ala., and small ves- 
sels at the old World War I shipyard of the United States Steel 
Corp. which we leased at Chickasaw, Ala., where, incidentally, we 
built the first all-welded ship in the world. 

We prevailed upon Maritime to permit us to redesign their C-3 
eargo vessel for all-welded construction. It was a semiriveted job. 
We built this first all-welded ship and had the technique worked out 
and wished to proceed more economically and rapidly with this more 
advanced type of ship. We had the help of then Commander Vickery, 
who was the sparkplug under Jerry Land and who was responsible, 
in my opinion, in great measure, with the backing of Congress, for 
this great test shipbuilding production for World War II and gave 
his life, too. 

Mr. Borxrn. Four of them died. So did Mr. Bland. It killed 
Dick Welch, too. 





h 
b 
t! 


hha ©o ot 


OQ 


— — FD ~~ S&S beet tle 


ane et 2 ef a= Go: ee 





PACIFIC. COAST SHIPBUILDING 133 


Mr. Lanter. With his help, I succeeded in negotiating a contract, 
after not being the low bidder but they needed a few more ships and 
they let us in the back door and we found simultaneously that Uncle 
Frank Boykin had kicked us out of Mobile, at least his banks, and the 
Alabama Dry Dock, who were good friends of ours, or I should say 
Waterman Steamship Co., who bought the yard from the United 
States Steel Corp. 

I prevailed upon Admiral Land to permit us to build a new ship- 
yard designed exclusively for the building of all-welded ships and 
the most modern shipyard of the country at that time. He readily 
agreed to it in view of the fact that he thought that new blood into 
an almost defunct industry would be of value. 

At that time, there were few shipyards in shape to operate at all. 
Those were on the east coast, and very few, which had some Navy 
business, just enough to get going, others who had perhaps parent 
companies like Sun where the oil company would occasionally get a 
tanker to build. There was no shipbuilding industry on the gulf 
coast. Our good friends, two old Germans down in Tampa, Fla., 
built a.nice little shipyard. We built their buildings for them. It 
was largely for the manufacture of pumps, not for ships. He had 
some small business. He was prompted to go into the shipbuilding 
business. The little yard that we had at Chickasaw was the only 
one on the gulf. 

The Alabama Dry Dock, which did a very good job in World War I 
had abandoned ship construction work. There was not any ship- 
building industry there at all, very little on the east and none on 
the west coast other than repairs. 

At that time, in reviewing the act we were cognizant of this section 
502(d), but it never entered our minds and I do not believe the minds 
of any Member of Congress that the gulf coast was involved in any 
shape or form in this act. Certainly our little yard on the gulf coast 
could not be construed by any stretch of the imagination of being a 
shipyard on the east coast of the United States. In fact, even as time 
went on, our gulf coast area extended far west of the Mississippi 
River and one of our yards is 300 miles inland and in order to get 
our ships to sea we have to go up into Kentucky and come down the 
Ohio River to get in. That is not on the east coast of the United 
States. So we did not view this with alarm, nor did we ever imagine 
that it would eventually become more or less a millstone around our 
necks. 

Speaking of the mobilization potential and the necessity of main- 
taining these yards, I think it is essential that a nucleus of shipbuild- 
ing be maintained throughout the United States. There is a very 
healthy nucleus on every coast at this time and there is no require- 
ment or no necessity, I should say, of any artificial stimulation or any 
tariff against another State, which I think is unconstitutional, or the 
necessity of subsidizing a State or a group of States as against the 
interests of labor and the industry in other sections of the country. 

On the west coast in the beginning they were flat on their backs. 
There was no industry. Remember that when this act was passed 
the panic was still on. We had a lot of artificial measures to sort of 
keep the thing going but business was in terrible condition and we 
were all desperate and hungry for business and the shipyards on 











134 PACIFIC COAST SHIPBUILDING 


the west coast as some on the east coast had degenerated to the point 
that they had to be completely rebuilt so that naturally there must 
be some incentive to bring them up on their feet again. There was 
no occasion to bring the gulf coast on their feet. They had never 
laid down. They had no start. It was just a new venture. 

So they passed this provision and the west coast began to slightly 
rehabilitate as they did in the east coast but even such great companies 
as the Bethlehem Steel Co., with their great yards in the east coast 
and west coast, took very little interest for a long time. 

Shipbuilding was not a popular occupation. In the first two or 
three rounds of bidding in the first year of the Maritime Commission’s 
activity Bethlehem did not even extend the courtesy of submitting 
a bid. Finally they did get into the picture in a big way. 

The west coast gradually, I said, approached it. When we obtained 
our first contract for the C-3 cargo ships, Joe Moore at Oakland 
received his. I went out to look the thing over and Joe had one ship- 
way but he did a grand job on it. We did not have any. 

To illustrate the fact that there is no dire need of a tremendous back- 
log of shipbuilding plants for mobilization potentials, we started the 
fabrication of the steel for our first four C-3 cargo ships in Pittsburgh 
and in Birmingham and anyone else who had a shop and wanted to do 
a little fabrication shipped this material down in trainload lots in 
subassemblies. The commentators would state this was the longest 

roduction line in the world while we were still scraping the ground, 

We finally got the thing down and Bill Colmer said grace over them, 
There was no place to launch them. We built the majority of the big 
C-3 cargo ships built in the United States, 80 of them, and we built 
every one on time and built the shipways and put in the cranes and the 
machine shops and all that was required just a little ahead of each one 
of the ships as they came out, and we required no leadtime whatso- 
ever. We broke ground the day they signed the contract and we have 
been going ever since. 

We feel and I have particularly felt that there was no possible 
reason to continue this subsidy on the west coast as, instead of a giant 
lying on its back, we had a giant on the west coast that was most active 
in every phase and development of work particularly pertaining to 
shipbuilding. There was left on the west coast after the war the two 
best of the Maritime Administration’s yards placed in mothballs. 
Other yards had developed and there was a nucleus far greater than 
on the gulf coast which had only very temporary type of yards other 
than one or two that I have mentioned and, in my work which also 
required the negotiation of every contract both for the ships and for 
the major equipment and subcontracts that went into them running 
into something over $50 million a year, as time went on we were be- 
sieged by west coast sales engineers and executives to buy their mate- 
rials. We thought it was impossible because, in the beginning, they 
had no source of supply. They shipped their material across the 
United States, the steel, the turbines, the gears, everything that went 
into the construction of a ship, and with a tremendous freight differ- 
ential against them except where it was absorbed in some other in- 
stances. 

We, on the gulf, suffered from the beginning. We were in the mid- 
dle. We bought our equipment from as far north as Bath, Maine, 
all along the east coast. There was nothing manufactured except steel 
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in the South and they did not roll the shapes to any great extent that 
we used. So we took cognizance of the uprise in the industry on the 
west coast and visited their plants and saw that they were in a com- 

itive condition and, as a result, I personally bought millions of 
dollars a year from the west coast, shipped all the way by rail to 
Pascagoula, Miss., at a lower price than I could get the same type of 
material on the east coast. 

In one very significant incident, we let a contract for some $12 
million I believe it was, and I cannot verify that figure from memory, 
from the Westinghouse Electric Co., for 16 sets of reduction gears 
for eight naval ships that we were building and they elected to 
build these at Sunnyvale and did it at a much lower price. 

Mr. Boyx1n. Is that at Sunnyvale, Calif ? 

Mr. Lanter. Yes, at Sunnyvale, Calif., at a much lower price than 
we could get from General Electric or the Allis-Chalmers Co. 

Since that time I have negotiated contracts for every type of equip- 
ment that has gone into the ships on the west coast. We buy our 
forgings and even the machining, which they have done more eco- 
nomically than we do in our fine shop at Pascagoula, from the Isaac- 
son Co., in Seattle. We buy all of our bearings in Los Angeles. We 
buy our diesel engines in San Francisco. We buy hundreds of thou- 
sands of dollars of timber from Oregon and Washington and ship it 
all the way by rail, not shiploads as some of our competitiors do, and 
notwithstanding the fact that our plant is at a little port that for 
ages was one of the prominent points of shipping of pine timber in 
the United States. For the past 8 years I do not believe that we have 
placed an order for a carload of pine that did not come out of Oregon, 
cheaper by far than we can get it. 

You say, “Why do you want pine or timber?” 

No wood goes into our ships at all. I think the only piece of wood 
in one of our modern ships is the block that the butcher uses, but 
we use tremendous quantities, millions of feet in the shoring and in 
the scaffolding and in the keel blocks of our 14 shipways and it all 
comes from the west coast. 

Our electronic equipment largely comes from the west coast, I 
think practically all in the last few years, and this has gradually 
come on to now that the west coast is one of the worst competitiors 
possible of the east coast. 

In building those fine passenger ships for the Moore-McCormack 
Lines, the Brazil and the Argentina, we decided to use and did, be- 
cause we needed the saving, west coast deck equipment. We had 
great difficulty in selling the idea to the Moore-McCormack Line. 
If it had not been for the Maritime Administration’s engineers who 
backed us up we would not have gotten it across. We needed the 
saving. We took the officers of the company out to Seattle and 
showed them this type of equipment being manufactured and had 
built a complete winch, which we operated for them, of the type we 
put on the vessel, and they gradually accepted it. 

We are building the first five of the general cargo ships, the kick- 
off of the Maritime Administration’s dry cargo rehabilitation plan. 

Mr. Trrompson. Is that for Lykes Bros? 

Mr. Lanter. That is for Lykes Bros. Steamship Co. We had one 
terrible time convincing them that anybody except Bath, Maine, pro- 
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duced a. winch that would be satisfactory for their ships. We had 
to have a hearing before the Maritime Administrator to prove the 
point that we had the right to select what we consider to be the best 
if it met with the specifications. We have just delivered the first 
of those five ships and even the Lykes Bros. Steamship Co., and my 
dear friend, William Francis Gibbs, his organization, say that s 
far that is the finest general cargo ship ever built. 

Mr. Trompson. Your incentive to go to the west coast for this 
equipment was, No, 1, that the quality was there, and, No. 2, perhaps 
in reverse order, the savings? 

Mr. LAnter. ‘Savings in the cost of delivering that at Pascagoula, 
Miss., which is not just halfway but not much differenc e. Itis 52 600 
miles one way and 2,100 miles to Bath, Maine, where we used to get 
this material, so that now a very large proportion of the material 
comes across the continent or halfw ay across the continent. 

Take steel. In the comments that have been made they bring out 
the question of the difference in the price of steel. Yes, we have an 
advantage. We have Birmingham which rolls plate, rolls some 
shape, and when I say some, it 1s a great deal but not the ships that 
we use toa great extent. Just recently, in examining our bills of ma- 
terial, I find that about 50 percent of our steel comes from distant 
plants, Pittsburgh; Bethlehem, Pa., Coatesville; and some from 
Houston, Tex.; and that the difference in the price of the steel de- 
livered at our plant is approximately maybe $4 to $6 a ton less than 
the average from San Pedro to Seattle from their western mill. 
They did not have any mills at the time the 6 percent differential was 
put into effect and only about 10 percent of the cost of the ship is in 
the steel. 

We do not find that there is any appreciable difference in any of 
the factors of cost that we have in the gulf coast that is less in any 
appreciable amount than on the west co: ist. It costs us more to build 
a ship on the gulf coast than it does on the Atlantic coast. We do 
not have the ty pe of people that fit into a shipbuilding industry to 
the extent and in the way that they have in the old areas where they 
are thoroughly familiar with the mechanics and with the procedures. 

Our shipbuilders or ship workers who do an excellent job under 
most intensive training are shrimp fishermen and oyster fishermen. 
They are cottonpickers. They are timbermen getting out pulp for 
the papermills, and we corral them in. Ninety percent of our people 
live or come from and were born within a hundred miles of the 
yard. 

Mr. THomrson. Since we buy so much western pine, many of these 
timbermen must seek other employment. 

Mr. Lanter. That is true. These men are good Americans but 
they are not accustomed to the tools, and one of our great expenses 
is in the constant training. We run our schools, our welding schools 
and ship fitter school, and engineering school continuously. We keep 
a large number of boys in cooperative courses at Mississippi State 
and at other colleges. They work a semester with us and they work 
:. semester in school. It is pretty expensive but we have to build and 
train our people and we do to an unlimited degree. 

We are not concerned if we have a tremendous call on us for man- 
power. Our only concern is that the manpower housing might not 
permit the number of houses we would require. 
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During World War II, we did not build many ships. We were one 
of the two specialist yards of the Maritime Commission in those days 
who built the C-3 transport, the largest and fastest that.could operate 
without convoy, faster than any of the submarines. The other yard 
was on the west coast at South San Francisco and I was in a measure 
ex officio wet nurse for the San Francisco yard as we were the lead 
yard. Captain, then Admiral Vickery would fly me back and forth 
tothat yard. I knew what they were doing. I saw the problems and 
found that in the end that they could build a ship just as cheaply as 
wecould, and did. 

I think, gentlemen, that the time has come when we should face 
this situation with realism to know that, in the economy of our coun- 
try, there is no place for favoritism of one section over another. 

You know, down there in Mississippi, Alabama, and Louisiana, we 
are Democrats but we are still part of the United States, and we feel 
that we should have an equal break to anyone. 

Lam violently opposed to subsidy of any one section of the country 
in any form as against the other, but, due to conditions as they exist 
today, if you persist in paying tribute to the west. coast to the extent 
of this, in my opinion, unjustifiable subsidy, I wish to appeal and the 
gulf coast wishes to appeal that you rescue us and give us a differen- 
tial which should be at least as much as the west coast’s, and I think 
that we should have a differential of at least 1 or 2 percent in favor 
of us as against the west coast. 

Now, I say this realistically because it is my job, I have either sold 
or negotiated every ship we have ever sold, some over 200 at this new 
shipyard, of every class of ship, and we just cannot compete with some 
of the yards on the west coast and if it were not for the fact that the 6 
percent differential does not apply on ships built for lines other than 
west coast lines, we just would not stay in business. 

As I say, I have no prepared report but I took some pencil notes of 
some of the situations that we have faced and I find that in quite a 
few in the last 2 or 3 years we have been a little bit higher in our 
prices than the west coast. In the T5-SRM-2A pipeline tanker 
which we built for the Maritime Administration—the one that we 
were going to put in the nuclear powerplant in but as it would come 
out ahead of New York Ships job we just gave that up—our price was 
$200,000 above Moore Drydock which is 1.9 percent, and we had a 
terrible time in getting Maritime to go ahead with us on that because 
the west coast had a powerful lobby on this thing and were able to 
convince Maritime for a while that it might be well to put that ship 
out there. 

But finally, we built it. We wish they had given it to the west 
coast because we lost money on it. 

Mr. Mitier. While you are talking about that powerful lobby, com- 
ing from the west coast, and as I look at the people who are flanking 
me, I just wonder whether you do not have on rose-colored glasses ? 

Mr. Boykin. We are just trying to save the day. 

Mr. Miuier. Look at the west coast representatives here. 

Mr. Tuompson. If the gentleman from California would look at 
my left, he would see part of it. 

Mr. Mitter. I think Moore was probably glad you got that one. 
When did Moore build his last ship ? 
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Mr. Lanter. Heis a big repair company. 

Mr. Mitier. When did Moore build his last ship ? 

Mr. Lanier. He built their last ship during the war. 

Mr. Miter. That is right. 

Mr. Lanter. We are not talking about those oldtimers. We are 
talking about this new blood coming up. 

Mr. THompson. Give us the information you have, Mr. Lanier, as 
to the costs. 

Mr. Lanier. I will conclude quickly. I have taken too much time, 

Mr. Tuompson. This is important and I am interested in the figures, 

Mr. Lanter. On the States Steamship Co. job, each of four ships, 
our bid was $1,130,000; Puget Sound, $1,056,000, a difference of 1 

ercent. Weare never that close even bidding against the east coast. 
‘hree or four percent usually will be a variation between them. 

On the Grace Line ships, we were only $16,900,000. We were 2 
percent above the west coast. 

On the Pacific Far East Line, we bid $13,653,000. Bethlehem San 
Francisco bid $13,414,000. They were 1.9 percent under us. 

On the American Mail Line, we were six-tenths of 1 percent above, 
two ships. 

On the American President Line, each of two ships, our bid was 
$14,793,000. Puget Sound’s bid, I do not know whether that was the 
one they withdrew or not, but it was $13,988,000. They were $809,000 
or 514 percent below our bid price. 

On American Export cargo ships, our bid was $11,301,000. Na- 
tional Steel was $10,431,000, $900,000-some-odd below us, and they 
let the job on a fixed-price basis and their price was $1,818,968 below 
our bid. 

We got back at them on the Lykes Bros. We were desperate about 
that time and we underbid those boys $1,300,000 and got the job. 

Mr. Boyrxr1n. You really got it. 

Mr. Lanter. Yes, sir; and it is the only one we got other than our 
submarines. 

Mr. Rivers. Mr. Boykin did not help you. 

Mr. Lanter. He yelled loud but it did not do us any good. 

On Moore-McCormack we were the design architects, drew the 
design plans, prepared the specifications. In fact, we built 19 cargo 
ships for them and their 2 big passenger ships and, gee whiz, Todd’s 
bid was $668,000 below ours, and we knew more about that ship than 
anybody. 

On the American President Lines, it was pitiful. Our price was 
$15 million. Moore Drydock was $14,639,000. Puget Sound was 
$14,526,000. We were outbid a million dollars. 

On Lykes second ship, we were a little higher than Bethlehem San 
Francisco, but it ran around $300,000, but we did not get the job. 

2 On the Moore-McCormack second group, Todd underbid us 
$565,410. 

On American Export Line, National Steel underbid us $900,000. 

On the American Mail Line, Todd’s price was $79,000 above ours. 
Of course, they got the job. 


On Pacific Far East Line, our bid was $13,653,000 and Bethlehem 
Pacifie was $13,414,000. 


Tecan run through it time after time and bore you with that. 
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We found then, as we do not compete with the west coast either 
with 6 percent differential or without it, that we had better get into 
Navy work and we had done practically altogether merchant work 
up to 1950. We finally, at a hearing before this committee, suc- 
ceeded, or you succeeded in getting the Navy to go beyond their 
naval shipyards and a few yards on the east coast and let the west 
coast and gulf bid on some of the business. We have had a contract 
now on the somyetyiire negotiated contracts with the Navy ever 
since, every fiscal year without exception, but it has gotten to the 

int now that we are not getting any more except for the type of 
ship that so far the west coast other than in their naval shipyard 
eannot build although we have seen published in the paper that they 


are going after that. 


We are building nuclear submarines and we have spent $6 million 
in preparation for that, $5 to $6 million in the specialized facilities, 
and we have spent $1 million in the training of nuclear engineers 
and in other engineers and in the men in the yard. 

We have sent 200 of our men in groups of 8 to the shipyards that 
were building these submarines. We have sent 35 men back to college 
to take their master’s degrees in nuclear physics, and we are now 
building submarines but practically nothing else. 

In our first approach on the destroyers, the DD’s, we bid $16,255,000 


on a negotiated contract wherein the Navy wanted us to build destroy- 


ers. We had the facilities and they wanted to disperse somewhat and 
they wanted the west coast and the gulf to build destroyers. Puget 
Sound’s bid on one ship on the first one was $16,455.000. Ours were 
$16,255,000 but Puget Sound’s one ship bid was $400,000 under ours 
and we were bidding two. We were happy to get the two. 

On the second round, which was a different situation where we 
had to furnish all of the machinery and the Navy did not furnish it 
as they did in the first instance, our bid on one ship was $20,806,000. 


‘Todd, Seattle, was $18,487,000. 


On each of three ships that we bid, while Todd only bid on one, 
our price was $1,100,000 higher than Todd’s. Todd got it. 

On this next round which ended our effort, since we no longer bid 
on them, our price was $18,114,000 and Todd’s was $17,819,000. 

Oh, yes; there was another round. We bid on the next round 
$16,456.000. Puget Sound bid $15,699,000 and got them. 

On the DLG, which are the destroyer leaders or the frigates, the 
larger ships, our bid on one was $28,106,000. 

Mr. Boykin. What did it cost you to prepare that bid? 

Mr. Lanter. On that Navy bid, it cost us between $15.000 and 
$20,000. On the commercial ship it is about $10,000. We were 
$28,106,000. Puget Sound was $25,399,000, $2,800,000 under our price. 
Todd, San Pedro, was $26,471,000, which was still $1,600,000 under 
our price. In fact, our price on each of three was considerably higher 
than either of those yard’s bid on one ship which is, of course, the 
expensive job to do. 

Gentlemen, we have reached this point and have so advised our 
very dear friends on the west coast and I say that advisedly. We 
did not sell them the ships but there is not a steamship line on the 
west coast that does not operate from 2 to 10 of Ingalls-built ships. 
Many of these lines do not have any ships but Ingalls ships. That was 
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simply due to the fact that we built the vast majority of the C-3’s 
which have been the backbone of the American merchant marine, 
built them for Maritime, and they were sold after the war at the 
statutory prices. But the entire fleets of the west coast from 10,000 
tons up, the vast majority of them were built at our yards and we nurse 
our ships and follow them through and we are friends and we have 
been urged to bid and here recently I have had to advise, “Thank you, 
It costs us $10,000 to $15,000 to prepare one of these bids and we 
cannot afford it. We will have to withdraw. We will not bid on 
a west coast ship operated by a west coast operator with his domicile 
on the west coast in competition with the west coast shipbuilders,” 

We are out of business as far as that is concerned. They have put 
us out of business on that phase. They have put us out of business 
on the destroyers. We have only left the submarines and they will 
soon be in that job. 

Now, we are not just a mine-run organization. We have one of 
the most efficient shipyards in America. For years and years we 
have held our own. We average out as much business, other than 
the big aircraft carriers which are larger than we can build, with 
the east coast people. It is only the w est coast that are digging our 
grave. We have one of the finest shipyards in the world. We have 
14 shipways, 8 shipways which are big concrete structures which 
can build a ship alaict! up to the size of the United States. We 
cannot build the huge aircraft carriers. We have six concrete subma- 
rine ways that cost us several million dollars to build with the crane 
service and all of the rest of it put together. 

We continuously train our people and I think that one of the 
answers is that, for reasons we have not figured out, the productivity 
of the manpower on the west coast with their difference in weather 
conditions defeats us and overcomes a slight differential in take home 
pay. I doubt if it is much. 

In checking our submarine costs to date, just this past week in 
discussions with the Navy, we found that our take home pay on 
that group of ships, and we are building five, was $3.05 an hour which 
is higher than any shipyard in America. 

Mr. Boyxtn. Higher than the west coast ? 

Mr. Lanter. Yes, sir. Now, that is not true in the merchant ships. 
We are talking about the competition. We are about 5 or 6 cents 
average take home pay less there. 

Mr. Boyxrn. But you do not have any of those? 

Mr. Lanter. No, we do not have any more. They have taken them. 

That will conclude my statement, gentlemen. 

Mr. Tuompson. Anyone hearing your testimony, Mr. Lanier, could 
not help but agree that you do have vast knowledge and experience 
in the shipbuilding business and you certainly have contributed to- 
ward making the part of the economy of the gulf. But if I under- 
stood your complete statement correctly, No. 1, you do not believe 
in subsidization of any sort for an area of the United States against 
another. 

Mr. Lanter. That is right. 

Mr. THompson. But, No. 2, if there should be a philosophy or 
policy established by the U.S. Government that subsidies are proper, 
that you believe the gulf coast area should get 1 percent to 3 percent 
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more even than the west coast would be entitled to under the present 
circumstances 

Mr. Lanier. I am not prepared to give the exact percentage. We 
will say a differential in our favor and certainly as much as the 6 

nt against the east coast. 

Mr. Tuomrson. You have certainly given us a most interesting and 
enlightening report and I admire the way you did it, speaking from 
nothing but your cuff. You did a marvelous job. 

Are there any questions ? 

Mr. Boykin. Yes. I have known Mr. Lanier all my life. He is in 
Alabama. 

Mr. Rivers. Will the gentleman yield? I will bet you did not come 
from Alabama. 

Mr. Lanter. Huntsville, Ala. 

Mr. Rivers. Did you not have kinfolks in South Carolina? 

Mr. Lanter. Oh, yes, all over. 

Mr. Boykin. Bob Ingalls, as Monro Lanier has said, had one of the 

test. companies in the world. It was an independent company and 
it did it single-handed. It was the largest independent steel fabri- 
cating company in the world. I sat with him until 2 o’clock in the 
morning on the roof of the Washington Hotel just before he died and 
he agreed to move the shipyard to Mobile and was going to do it. Bob 
did all of the work here. He was justa boy. It has been a long, long 
time ago. He had been coming down home all his life and I wanted 
to get him down there. I did not have any idea that the people he 
mentioned would not want to be in Mobile. I did sell the steel corpo- 
ration, before I came to Congress, every foot of their land down there, 
something like the size of the city of Washington. I sold them 8,600 
acres and that is where your shipyard was. We were building ship- 
yards at that time and we loaned them to Paul Stood to show them how 
to launch sideways. It was fabulous, half as good as yours. We 
borrowed an architect from Newport News to come down and help us 
on.our shipyards and we did build 54 percent of every ship built on the 
gulf coast before the armistice was signed. He had Alabama Dry- 
dock building ships and the steel corporation building ships and we 
were really and truly working. I sold our yard to Bill Todd. I 
remember the night he came in. 

_ Tuompson. That had nothing to do with the 6-percent differen- 
tial. 

Mr. Boyx1n. They did come to Mobile and we made the deal but 
some of our people evidently did not want them there so they had to go 
to eee Miss., which is a few minutes run from my office. 

. Mr. Tuompson. It is much closer to Louisiana, which makes it 
desirable. 

Mr. Boyxr1n. Let me tell you that that was a yard owned by the 
Italian Government. They took that yard over. They built a great 
number of ships there and the people there build a home for the King, 
which is still therenow. He wascoming there to live. 

_ Bob Ingalls died, but he has a son who is doing a grand job here and 
ig aman that has worked harder than anybody I have ever known all 
of my life. 

How old are you? 

Mr. Lanter. Seventy-three. 
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Mr. Miter. How old are you ? 

Mr. Boykin. I am 75 but feel like a million dollars. 

Mr. Lanier. It is the water down there. 

Mr. Boyxtn. There is no way in the world for him to survive as he 
said, This isa fine yard. We have wonderful men and women there 
that can do the work there that they can do any where else in the world 
but nobody in any business, not any the ship business but any kind of 
business, can compete with a man that has a 6-percent differential and 
that is what they have on the west coast. 

I have two or three questions that I want to ask Monro Lanier of the 
Ingalls Shipbuilding Co. I wish Bill Colmer was here. He called 
me from Pascagoula, Miss. 

I think you have answered these questions but I want to get them in 
just this way. 

What has been the experience of Ingalls Shipyards in bidding in 
competition with the west coast yards under the 6-percent provision? 

Mr. Lanter. I can frankly say that we have never lost a job to the 
west coast under the 6-percent provision because they always underbid 
us. 

Mr. Boykin. That is a good point. 

What has been the experience of Ingalls in bidding in competition 
with west coast yards on Navy ships where the 6-percent provision 
does not apply ? 

Mr. Lanter. We have been thrown out of the destroyer end of our 
business which we spent a great deal of money and facilities to prepare 
for because we cannot come within reaching distance with a 10-foot 
pole of the prices that are made on the west coast on destroyers. 

Mr. Borxtn. Does your experience not show that the west coast 
yards would be competitive even if the 6-percent differential were 
repealed ? 

Mr. Lanter. They are definitely competitive as they now sit without 
any differential. 

fr. Boykin. And you will be out of business unless something is 
done about this ? 

Mr. Lanter. Well, I would not say that, Frank. We expect some 
business will be on the east coast and we can compete with those boys 
sometimes, although we have many factors that are against us and our 
costs are higher than the big yards on the east coast. That is some 
of the big yards. 

Mr. Boykin. Yes. As you know, we have been in the lumber busi- 
ness over 50 years. Now I understand you can buy lumber on the west 
coast for 26 percent a thousand cheaper than vou can buy right there 
in Mississippi, Alabama, Tennessee, Bebeeiis, Florida, or any of those 
States. 

Mr. Lanter. In 8 years I have not bought 1,000 feet of Alabama, 
Mississippi, or Louisiana pine. 

Mr. Boyxrn. You need to be subsidized on one side anyhow. You 
find the same thing on all of the others. You said the engines and the 
turbines and the gears. 

Mr. Lanter. Permit me to correct that. The west coast has no dis- 
advantage when they buy turbines and gears and turbogenerators in 
the east. The General Electric Co., the Westinghouse, the Allis- 
Chalmers Co. will sell San Francisco, Seattle, San Pedro, laid down at 
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their plant exactly the same price that they will sell the shipyard that 
is within a hundred miles of them. There is absolutely no freight dif- 
ferential in the buying of machinery for ships with the exception of 
boilers and that is a negligible item. 

Mr. Tuomrson. That has been well attested to by other witnesses 
who appeared yesterday and the day before. 

Mr. Boykin. Of course, it is a tragedy that we did lose these people 
in Alabama because their main office is in Birmingham, Ala. 

Mr. Lanter. We have a yard at Decatur but it is on the east coast 
of the United States, according to Maritime, although it takes 700 
miles to get it down to the open water. 

Mr. Boyxrn. Well, Monro Lanier, we are going to do all we can 
to do away with the 6-percent differential. I helped them get the 
differential. I worked with one of the greatest men I have ever 
known. 

You have made a great statement. We are going to help you all 
we possibly can and I do think this ought to be corrected. They are 
such good people that I would not be surprised if they do not vote 
with us because they believe in fair play. If they do not, I am going 
to ask for a 20-percent differential on the gulf. And these east coast 
boys are with us this time and also the Great Lakes. 

We have the Great Lakes, the east coast, and the gulf, and I see 
no reason why we would not be able to handle this proposition where 
everybody will have an even chance. 

You made a great statement. You are a great man. I am so 
glad you are my wonderful friend. 

Mr. Tuompson. The Chair would like to state that this subcom- 
mittee has no predetermined course to take. We are listening to 
testimony and will react accordingly. 

Mr. Boykin. The chairman is correct. 

Mr. Lanter. Mr. Chairman, I would like to conclude. I had not 
seen the portrait of the Honorable Schuyler Otis Bland. We had 
the honor of being selected by the Maritime Commission, which it 
was at that time, to design and build the prototype of the future 
C-3’s. There are slight modifications but they are more or less the 
same. They were named in honor of Schuyler Otis Bland and are 
today the fastest. general cargo ships and the most efficient in 
America. 

Mr. TuHompson. That is a name that should be remembered. He 
was great. 

Mr. Tollefson ? 

Mr. Totterson. Thank you, Mr. Chairman. 

First of all, Mr. Lanier, you made a very impressive, excellent 
statement. ‘There are two issues involved in these hearings, as I see 
it, the first of which is a matter of policy. Should we continue the 
policy which was established by the 1936 act; namely, that we should 
have shipyards on all coasts. The other issue is a factual one, our 
committee and Congress are going to have to decide both issues. Are 
we going to abandon the policy? Next we are going to have to de- 
termine from the testimony whether or not there actually is any dif- 
ference in cost between the east and the west coast shipyards and 
between your yards and the west coast yards. 
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As I understand your testimony, you indicate that your costs are 
even greater than the west coast costs. 

Mr. Lanter. In some respects. 

Mr. Totierson. You recited a number of bids which indicated that 
west coast yards had underbid yours. 

Mr. Lanter. And consistently so. 

Mr. Totiterson. Which, while it is not necessarily conclusive, indi- 
cates that your costs are higher than those on the west coast. 

Mr. Lanter. Mr. Tollefson, I cannot say the west coast as a whole, 
There are certain yards which may be more efficient than others that 
have come up. Particularly I think of the yards at Seattle, the 
Puget Sound, a very efficient yard, and I do not doubt that it can 
beat some of our old timers. They are younger, not particularly 
the top management but their organization as a whole. They have 
a source of labor that is highly skilled irrespective of whether any 
shipbuilding or not. They are going to be there forever on this 
naval work. There will be a nucleus there. 

Down at the company at San Diego, they not only have a good 
nucleus but they have in their organization now or behind them the 
people who broke the world’s record in productivity and in cost, the 
Kaiser interests. 

Mr. Totterson. I understood you to say, in response to a question, 
that you thought there was a difference in cost between the gulf yards 
and the west coast yards, that that difference was from 1 percent up- 
wards. 

Mr. Lanier. In productivity per man-hour I would say was the 
principal thing on this large volume of business that we give the west 
coast and they do not pay necessarily the same price to absorb the 
freight rate. 

I cannot tell you what they pay for the equipment that they buy 
from the west coast but, when they can afford to ship from Los Angeles 
all the way to Pascagoula by rail, certainly they should be able to ef- 
fect a saving to the people in Los Angeles just as we can effect a sav- 
ing if we can buy something in our neighborhood. 

Unfortunately, we do not have manufacturing plants in the gulf 
coast area. There is not a piece of machinery except blowers for our 
forced draft that we buy from the South manufactured in the South. 

As I have said, we get some of the steel but out there they havea 
large proportion of the various components that enter into ship con- 
struction built right at their doorstep and that has a material effect. 

I made a pencil memorandum of some of those things. I did not 
think I was going to occupy all of your time this way and I apologize, 
but the list of the things that we buy on the west coast that they can 
buy in most instances cheaper than we can would amaze you. 

Mr. Totierson. At any rate, coming back to this cost matter, there 
are a lot of factors which enter into the total cost of the ship. 

Mr. Lanter. That is right. 

Mr. Totierson. I just wanted to get clear in my mind what your 

osition was. I thought you said that west coast yards did not need a 
H ferential as against you particularly because your costs were even 
higher than theirs. That is total costs. 

r. Lanter. Either their cost is much lower than ours or they are 
preparing a rapid descent into bankruptcy. 
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Mr. Totterson. Further, I think you said that there is a ‘difference 
in cost between the gulf coast and the east coast of at least 6 percent. 

Mr. Lanter. Well, if I said that, I take it back. Their costs are a 
little lower than ours. What the exact amount is we have never tried 
to figure out but we have managed to scrape along and get a few jobs 
jin competition with the east coast much more readily than we do with 
the west coast. 

I would like to repeat that I am not referring to every yard. You 
could pick out a job in the west coast. For instance, take Moore. He 
has an excellent repair yard and has knocked the spots out of us on 
structural steel work. He has one shipway. One shipway costs us 
10 percent or 12 percent higher than the second. We can lay down 14 
ships at the same time. He can lay down one. His costs would be 
higher. Right in San Diego they can lick us in every phase. Up at 
the other extreme, at Seattle, they whip us every time that we go up 
against them. ; 

Mr. TotieFson. Even without the 6 percent? 

Mr. Lanter. Without the 6 percent. The 6 percent is never applied 
against us. As a matter of fact, I do not think legally it would 
apply. Iam not a lawyer but we certainly are not a shipyard located 
on the east coast of the United States. 

Mr. TotieFson. Now, then, Mr. Lanier, you are doing Navy work? 

Mr. Lanter. Yes, sir. 

Mr. Totterson. Did you bid for that work against all the yards 
in the United States? 

Mr. Lanter. Yes, sir. 

Mr. Totterson. But your contracts were negotiated with the Navy? 

Mr. Lanter. That is right. 

Mr. Totierson. Do you know whether the Navy negotiated those 
contracts for the purpose of allocating work to the gulf? 

Mr. Lanter. No, they do not admit it if they did. When you say 
you negotiate a contract with the Navy, they call for bids. They 
will get 9 or 10 bids. They will take the three lowest and then, if they 
want to modify the price, they do not tell you what the other fellow’s 
price is. ‘They discuss the thing and it gradually works out. 

In this particular instance, the only time that we got a contract 
we sat down and negotiated with them and wept so copiously that 
they let us reduce our price but they gave Puget Sound an order just 
the same. But they gave us one, too. 

Mr. Totterson. Are you familiar with the Navy’s policy of allocat- 
ing work to various coasts ? 

Mr. Lanier. When I say the Navy, I mean that the Chief of the 
Bureau of Ships tells me that they have no policy of allocation 
except that, if there were an urgent need, they might consider it. 

I know in one instance they did give Todd a higher price and gave 
them the order instead of giving it to us. 

Mr. Totierson. The former Chief of the Bureau of Ships testified 
before this committee with respect to allocation and admitted that 
they allocated work. 

Mr. Lanter. They allocate work to their naval shipyards. 

Mr. Totterson. No; to private yards. 

Mr. Lanter. I do not know of any instance except that one destroyer 
that they gave to Todd at a higher price than they gave to us and 
we wanted it badly. 
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Mr. TotzzFson. I want to assure you, Mr. Lanier, as the chairman 
has indicated, that whatever decision the committee makes will be 
based upon the two issues, first whether we are going to continue the 
policy or abandon it, and the other the factual situation, whether. or 
not any difference exists in the costs between east and west coast 
yards or west coast and gulf yards. That is all. 

Mr. Lanter. Sir, does it not make sense that in practically every 
bid the prices are lower than the shipyards on the gulf. 

Mr. THompson. We are going to move along because we have two 
other witnesses. 

Mr. Miter. I appreciate that, Mr. Chairman. | 

Mr. Tuompson. I am just trying to get the floor for you, my g 
friend. 

Mr. Miuier. Do not start putting the brakes on before I get my op- 
portunity. 

Mr. THomrson. If you want the committee to meet Saturday before 
Easter. 

Mr. Mirier. I am perfectly willing to meet the Saturday before 
Easter. I think I have attended these committee meetings about as 
faithfully as any member. 

Mr. Lanier, I want to congratulate you upon the fine statement you 
made, too. It is most convincing, so convincing that you almost had 
me worried about some things. 

What percentage of a ship cost is in the field of labor? In break- 
ing down material and labor, how much is the labor 4 

Mr. Lanter. You take direct labor. Different shipyards have dif- 
ferent setups in their accounting. Our direct labor runs about 35 
percent of the cost of the ship. Our total labor, which is indirect and 
direct, is about 45 percent of the cost of the ship. 

Mr. Miter. Then the other, at the minimum, 55 percent of this is 
in the cost of material of the ship ? 

Mr. Lanter. Material, overhead, and profit is added. 

Mr. Miter. You told us how many of the elements supplied by the 
electric companies were laid down at a postage stamp rate all over the 
United States. Now, do the west coast people use that same practice 
in laying down their material to bidders all over the United States? 

Mr. Lanter. Well, it depends on the material. On the major com- 
ponents they do. East coast or west coast we pay the freight on what 
you might say are the minor things, and some are not minor. We pay 
the freight on steel just as you do on the west coast. 

Mr. Mitier. You told us that General Electric or Westinghouse or 
some of these others would sell a generator as cheaply to a west coast 
plant or to your plant as they would toa plant within a hundred miles 
of them. 

Mr. Lanter. That is right. 

Mr. Mitier. If General Electric or Westinghouse manufacture a 
generator on the west coast will they lay it down to you at the same 
price that they lay it down in San Francisco ? 

Mr. Lanter. They laid $8 or $10 million down for us. 

Mr. Miter. So that you have no complaint on the west. coast sell- 
ing you these things. You get them for the same price that you get 
them for from the east coast ? 
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Mr. Lanier. That is right. We buy at the lowest possible price 
that we can get the best character of material. 

Mr. Mutier. I would like you to expand a little bit about that labor. 
Iam very much interested in efficiency of labor that you spoke, about. 
Do you feel that labor on the west coast is more efficient than labor on 
the east coast or gulf coast ? 

Mr. Lanter. I do not know about the east. coast, but so they claim. 
The only definite comparison that I have had has been from the Mari- 
time Administration’s records of the man-hours that are required or 
used in the construction of the same class of ship and I remember so 
well Admiral Vickery, who kept a chart in a big room of every ship- 
yard, and he had their man-hours charted on the board and he regu- 
larly would bring them up there and poke my nose right under these 
west coast charts and say, “Look here. Quit shuffling your feet.” 
They were producing a ship with fewer man-hours than any shipyard 
in America and, when I say “they,” I refer to Richmond, I refer to 
CalShip, down near the Los Angeles area, and then their jobs for the 
type of ships they were doing at Vancouver and Portland. 

I went into every one of the yards frequently during the time of 
their construction and knew the vast difference in productivity that 
these people were putting out. 

Do you know that on our welding our average temperature in the 
summer is 110°? A man cannot put out in that temperature. We 
have in some of the holds of our ships temperatures so great that a 
man can only work for a short period of time and then you take him 
out. We even tried to work out air-conditioning systems but it has 
been a very difficult thing. 

Mr. Miuter. What you are referring to are the wartime conditions 
and, when you mentioned Richmond, you meant the Kaiser opera- 
tions at Richmond, Calif. Of course, at that particular time that was 
in my district, the district which has since been subdivided. I used 
to have a picture on my wall of a ship that Kaiser put together in less 
than 4 days. But this was under his prefabricated system that these 
ships were put together and put together so efficiently. 

How about labor efficiency as of today ? 

Mr. Lanter. We feel that we have very efficient labor. We have a 
weather condition that holds back performance where we use more 
man-hours in the summer period than they use in a cooler climate. 

The direct figure is not accessible to us as to what the man-hours are 
on a specific ship. I wish you would investigate that, if you would, 
and we will give you the detailed breakdown of the man-hours used 
in the identical ship on which they have underbid us anywhere from 
$100,000 to $1 million. 

Mr. Minter. That is all. 

Mr. THomrson. Are there any further questions? 

Mr. Rivers. I am not a member of this subcommittee but I would 
like to make a comment. 

Mr. THompson. The Chair would like to have the record show that 
another great Democrat from California, Mr. Jack Shelley, a former 
member of this committee, has been attending the hearings. We ap- 
preciate your presence very much. 

Mr. Suetmey. Thank you. 
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Mr. THompson. You may ask a question as a member of the fy] 
committee. 

Mr. Rivers. I am a member of the full committee. I happen to be 
a member also of the Committee on Armed Services and I was ‘with 
you when you brought one of your destroyers to Charleston. At that 
time you claimed kinship to some people in South Carolina but, if you 
still want to claim them, I imagine they would claim you. I think 
you built a DD for the Navy, was it, the one with the hurricane bow} 

Mr. Lanter. Yes, sir. 

Mr. Rivers. They commissioned it at Charleston and you came 
there. Do you remember that? 

Mr. Lanter. Yes, sir. I remember you well. 

Mr. Rivers. And I remember you well. I know the work that has 
been allocated to you in this nuclear submarines business. I am 
interested. 

Mr. Lanter. May I correct that statement, sir? 

Mr. Rivers. Yes, sir. 

Mr. Lanter. We had to bid on those nuclear submarines and we did 
not get them through any allocation whatsoever. 

r. Rivers. Well, it was allocated to industry and I favored it 
because you do a good job. I am glad that Ingalls gets it. I think 
you are entitled to it. It should be dispersed throughout the coun- 
try. It has always been in one private yard in the East until we 
got Portsmouth in the act. It has always been a private operation. 
The navy yards have not done much of this, as you know. Private 
industry has done much of it. The quality of your work has been 
excellent. I would hate to think that the gulf coast is not able to be 
competitive because of these costs, because it is imperative that we have 
the capability on the gulf coast for ship construction. 

Joining with you and urging that this 6-percent differential be 
eliminated, I come to this question: Is it your thought that two or 
three things have happened in this country, to be sure, two. The 
center of population has shifted. The center of population is no 
longer in the East. It is headed west. The curve is going west. 
If you do not believe it, California is going to pick up 15 or 20 
Congressmen in a space of fewer than 15 years. Industry and popu- 
lation are going west from the East. That is one thing. 

Then there is another thing along with it. Industry is going west 
from the East. They are certainly not coming south except the tex- 
tiles. Most of it is heading toward the West. 

What I do not understand is this and I am asking you this for in- 
formation: With the great steel industry in the Birmingham area, 
does that not put you in any kind of a competitive position in that one 
item ? 

Mr. Lanter. It is helpful. We have about 50 percent of our steel 
which comes from the Birmingham district. The balance comes from 
the East with one exception in the West, slightly west. 

In our naval ships all of our steel comes from the East. The HY-80 
steel that we used in the pressure hulls of the nuclear submarines all 
oe from the East, Pittsburgh. We get ours from United States 

teel. 

Mr. Rivers. You are certainly competitive with the east coast yards 
on submarine construction, are you not? 
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Mr. Lanier. That is right. Wedo pay a differential of about $16 
aton on the steel but we are competitive. 

Mr. Rivers. Do the freight rates to the West and from the West to 
the East militate against you in your competitive position ? 

Mr. Lanter. No, inasmuch as they make a lower price at the west 
coast point where we have to pay the freight so that it equalizes. 

Mr. Rivers. You think that the 6 percent has outlived its useful- 
ness and has become obsolete ? 

Mr. Lanter. I do, indeed. 

Mr. Rivers. And you think that there is no need for it because they 
are in the competitive position and even in your case where you talk 
about destroyers in what area, San Diego? 

Mr. Lanier. San Diego and Seattle. 

Mr. Rivers. I know in the Navy Yard at Long Beach they do work 
about as cheaply as any in the country and the second is on conver- 
sion. They do not build any new stuff in the yards on the east coast 
that I know of other than the New York area. That is one of the 
cheapest in the country. It is the most economical, I would say. They 
do work at a lower figure in Long Beach, Calif. 

Mr. Lanter. Todd generally underbids us in most of this Navy 
work. 

Mr. Toompson. Is that all of the questions? 

Mr. Rivers. Yes. Thank you. 

Mr. Tuomrson. Mr. Garmatz? 

Mr. Garmatz. Mr. Lanier, you mentioned cost of material on the 
west coast that could be bought cheaper. You were looking at a list. 
Is it possible that you can supply us with a list of these materials 
that you can buy more cheaply on the west coast than the east? 

Mr. Lanter. Yes, sir. 

Mr. Garmatz. I ask if we can get that in the record. 

Mr. THompson. Yes, we have certain figures that will be incorpor- 
ated in the record. 

(The information follows :) 


West coast manufacturers versus those in other sections—Example of 
competitve quotations to the Ingalls Shipbuilding Corp. 





Number Total 
Per ship of ships price 








CBX-244 Line shaft spring bearings— Destroyers: 
American Metal Bearings Co. (Los Angeles) ..............-..... $14, 577 2 $29, 154 





Oakland Machine Works (Oakland, Calif.)_...............____- ty essere es 38, 340 
Bethlehem Steel Co. (Staten Island, N.Y.)---.-.---....-.-..._- TM MP Riis sk 44, 440 
CDM-7154—Valves—Lykes Bros.: 
Anchor Equipment Co. (San Francisco, Calif.) .............._.- 32, 500 5 162, 500 
CP cckvnsdcnidinnsssunn<naschumnetan tisarenhaquebtetuncs 48, 556 }.......... 242, 780 
Turner Supply Co. (Stockham Valve, Birmingham, Ala.) -..._- MM ioaaacnideaid 181, 255 
Dixon Supply Co. (Ohio Injector Co.) ...--.-...-.-2-2 ee lf eh Sera w 176, 285 
CDM-3073—M anifolds—Lykes Bros.: 
Anchor Equipment Co. (San Francisco, Calif.) ..............__. 19, 900 5 99, 500 
Tate Engineering (Baltimore, Md.)__.-.--_---.-- 2G, GSB" | - css iene 99, 910 
Service Foundry Division (New Orleans, La.) __- Be OOe bo sncccace 109, 000 
Mobile Pulley & Machine Works (Mobile, Ala.) so MOD Entcmoackid 147, 000 
Gulf Engineering Co. (New Orleans, La.)_.....-...---.-.-..-..- 26,600 |.......... 128, 000 
CBO-90—Steering gear—Moore-McCormack: 
Western Gear Works (Seattle, Wash.)_.._.-..-.----..-.-.--2._- 45, 360 2 90, 720 
Superior-Lidgerwood-Mundy (Superior, Wis.)_..........______- EE cacao 106, 460 
American Engineering Co. (Philadelphia, Pa.)..............._.- 45, 360}... ....... 90, 7: 
C,. H. Wheeler-Manufacturing Co. (Philadelphia, Pa.)__.._____- OOP lecinccdaccs 93, 900 


Hyde Windlass Co. (Bath, Maine) ..................-...-..__.- 46,425 |.......... 92, 850 
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West coast manufacturers versus those in other sections—Example of competitiye 
quotations to the Ingalls Shipbuilding Corp.—Continued 
ainda peach lentes pettiness ie 


Per ship | Number Total 
of ships price 














cs 
CBO-91—Capstans— Moore-McCormack: 
WY CUOOET ADORE OORARIO) » «6nd oc np bn cnsbebuccedsccdensecenenn $32, 076 2 $64, 152 
Superior-Lidgerwood-Mundy (Superior, Wis.) ......------------ UE Bisicctta tics 80, 350 
Anchor Equipment Co. (San Francisco, Calif.) .....-...-------- | S3;000 fs. a 64, 000, 
C. H. Wheeler Manufacturing Co. (Philadelphia, Pa.)-.....-.-- ea So poten ikl 75, 000 
eee weenie O60. Citi DEMING) 6 oo nnn nce n cng 0 -- ange - ann naam Pt ge ME 74, 550 
Lake Shore Engineering Co. (Iron Mountain, Mich.)_.------.-- O%, 000}... 250K 66, 000 
CBO-92—Anchor windlass—M oore-McCormack: 
Western Gear Works (Seattle, Wash.)..........------.---...... 84, 240 2 168, 480; 
Superior-Lidgerwood-Mundy (Superior, Wis.)-...-------------- BUG TRE, Benccanennlies 233, 234 
American Engineering---_......-.------ SNe casino soa etiam aneni CS) O° heen eet oie 
C. H. Wheeler Manufacturing Co. (Philadelphia, Pa.)........--| SO, 000 }....:,256- 179, 800 
DUAR Er NEOOR ATURE, REGRDD) 0 nok nncnadenaminkwdenaastguccdes BOOT Nneskmsnicns 171, 054 
Se One. MENNONITE Sch. a i one Sass tind wh 2 edd @pil+ h..c cs oe 
CBO-93—Cargo winches—Moore-McCormack: 
Western Gear Works (Seattle, Wash.) --.......-----.----.---.-- 150, 000 2 300, 000 
Supe-ior-Lidgerwood-Mundy (Superior, Wis.) -.....------------ BT BOD Lcatendceees 415, 292 
American Engineering Co. (Philadelphia, Pa.)....-..---------.-- TOR GEE Bi wcc cn Znns, 310, 080 
C. H. Wheeler Manufacturing Co. ...........-.......-..-...... Go Biv. ee 
ea ee ane a RR vec K date 363, 860 
Lake Shore Engineering Co. (Iron Mountain, Mich.)-_---------- We Cee Toc sceceee 300, 000 
CBO-94—Topping winches—M oore-McCormack: 
Western Gear Works (Seattle, Wash.)........-----.-----.------ 11,016 2 22, 032 
, Superior-Lidgerwood-Mundy (Superior, Wis.)------------------ BejOe 1d 35, 702 
ND a re ere GC) ss Jaane -caeno epee 
1, cas wr OO BE MMROGEIN TIN GO. . os. c cw ccccccctnsncsccusnecs CO) |S hedcwncaden tina 
HyGe W indians (Bath, Diaine) .. sis dss csnsibis cools cnd-cses- MO FB cnsawces 32, 544 
Lake Shore Engineering Co. (Iron Mountain, Mich.)_.--.------ daar 22, 000 
CBO-7057— Propulsion shafting—Lykes Bros.: 
Isaacson Iron works (Seattle, Wash.) . ......--....----.-.-...-..- 73, 960 5 359, 800 
Bethlehem Steel Co. (Bethlehem, Pa.)__-- namics Coenen WO, 100 bese ccce aan 370, 900 
Standard Steel Works (Irvine, Pa.)_._-__.__-- bogbracee eked 74, 695 : it hint 373, 475 
Midvale He,penstall Steel (Philadelphia, Pa.) Sa titans a0, 475 |.....-...- 402, 375 
Krie Forge & Steel Corp. (Erie, Pa.) -- UES erTe ape sak 74, 180 [ok sd 370, 900 
CBO-10—Main feed pumps—T-5 tanker hull 466: | 
Pacific Pumps (Huntington Park, Calif.) _.........---.-------- 20, 000 1 20, 000 
J. 8. Coffin, Jr., Co. (Englewood, N.J.)_._--- + sbkee athe eewntan 23, 426. |........- 23, 425. 
1 No bid. 


NoTtEeE.—C BO-90 to 94 all awarded to Western Gear—lowest total of $324,000 per ship—later included 
$16,000 per ship for Sperry equipment on steering gear—total $340,000 per ship commitment price. 


Mr. Garmatz. I do not see how you can use the labor angle in the 
6 percent differential. You say 35 percent of the cost of the ship is 
in labor. 

Mr. Lanter. Yes. 

Mr. Garmatz. William Purnell Hall of Baltimore yesterday said 
he is paying 2 cents more on labor than they are on the west coast. If 
35 percent is labor certainly that is no excuse for the 6 percent dif- 
ferential. The labor cost is the same. 

Mr. Lanter. It depends on the type of work being done. 

As I mentioned on your naval work where we are using high tensile 
steel and high yield steel, called HY-80, our cost of labor is about 
10 cents an hour above that of the west coast. 

Mr. Garmatz. When you mentioned 35 percent as labor, I wondered 
about that. 

Mr. Lanter. That is direct labor, sir. All labor would run about 
45 percent. 

Mr. Garmatz. That is all, Mr. Chairman. 

Mr. Downrna. In line with Mr. Rivers’ questioning about the in- 
dustrial and commercial activities gradually and rapidly going out 
to the west coast; would you say that shipping activities outside of 
shipbuilding have increased proportionately along with the other 
great things that they have done? 
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Mr. Lanter. You refer to ship operations ? 

Mr. Downing. Yes. 

Mr. Lanier. Yes; they command the Pacific trade with one or two 
exceptions. As I say, our ships are used extensively on the west coast. 
The United States Lines operates several of our ships from the East 
through the canal and to the west coast, but I have traveled extensively 
from time to time and visited the shipyards, particularly in Japan, and 
Ihave never been in a port of the world that I have not seen an Ingalls 
ship or I have had the newspaper show that one was in last week or 
was coming in the following week, and they are operated by largely the 
west coast lines. 

Mr. Down1nea. That is in line with this report in the April 11 issue 
of the Congressional Information Bulletin. They report here that 
432 ships which entered the Golden Gate during the past months con- 
stituted a record not equal to any preceding month since March of 1954 
according to a report from the Marine Exchange, Inc., of San Fran- 
cisco, Calif. 

Mr. Lanter. Could I comment there? I have been trying for 2 
months to get space for two of our directors around the world on one 
of the ships that we built, the President Arthur, and they are full up 
through June of 1961 in their passenger service. I have not yet suc- 
ceeded in getting space for them. 

Mr. Miuiter. May I make an observation for the gentleman? 

Any time we can settle some of the conditions that presently exist 
in the Pacific, shipping in the Pacific basin will far exceed anything 
that you or I can think about. We have great new nations that can 
use our hard goods, the things that you and I build, that have things 
that we can buy to sell them hard goods, sisal, oil, and other products. 

For instance, Indonesia, with 90 million people, needs our goods. As 
soon as we can get things settled down a litte bit, you can look for a 
great increase in the Pacific basin. 

Mr. Downtnea. The point I am going to make is that as we go 
forward you are going to find more shipping whose building will 
come under the 6-percent differential. 

Mr. Petty. Mr. Chairman. 

Mr. Tuompson. Mr. Pelly. 

Mr. Petty. Mr. Lanier, you have a foreign shipyard, do you not? 

Mr. Lanter. No, sir. 

Mr. Petty. Do you not have an interest in Taiwan ? 

Mr. Lanier. The Ingalls Taiwan Shipbuilding & Drydock Co. 
named over the protest of our directors, but their legal department 
showed that we did not patent the name. I have built four ships for 
the owners of that, four supertankers in the United States, and, in con- 
sideration of that, they asked that I serve without pay as the technical 
adviser to them in constructing two 36,000-ton tankers which they 
are building for the Gulf Oil Co.’s business in Taiwan exclusively for 
the Taiwan refineries. 

In consideration of that they gave our company a small amount of 
the common stock which is not worth the paper it is written on to go 
once a year to hold their hand. That is the extent of our interest. 
eo Peiiy. There is a slight interlocking interest between the two, 
then ? 

Mr. Lanter. Only from a customer relationship. We build ships 
for their parent company in the United States. 
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Mr. Petuy. Do you have any interlocking ownership with the Bir. 
mingham Steel or any steel company ? 

Mr. Lanter. Only our own, the Ingalls Iron Works Co. 

Mr. Petty. You make your own plate, do you? 

Mr. Lanter. No, we buy our plate, fabricated at Pittsburgh and two 
plants in Birmingham. 

Mr. Petty. But the fabricated steel you build yourselves so that you 
neanaeny might have some advantage which some concerns do not 

ave? 

Mr. Lanter. No, we do not make steel in any shape or form. We 
buy it from United States Steel or from Bethlehem and Republic and 
the others. 

Our principal source is the United States Steel because they have 
a plant in Birmingham. 

Mr. Petry. I guess I misunderstood. There was some remark made 
from which I gathered that possibly there was some ownership between 
the shipbuilding company and Birmingham Iron Co. 

Mr. Lanter. No. We bought a plant in Birmingham 40 years ago, 
but, as far as that is concerned, I can say that we have no more diffi- 
culty, although it is all difficult, in competing with Bethlehem at Spar- 
rows Point where they roll the steel and take it hot over to the shipyard 
than we do with any other yard. They sell at the same price to their 
own shipyard that they sell to us they say, and from the results I think 
it is true. 

Mr. Petiy. How are you on the time schedules on the completion 
of ships? Are you bothered by any competitive feature as to penalties 
that might be specified in bids where ships are not delivered on time 
or is your labor and your engineering efficiency such that you can com- 
pete with west coast, east coast, and any other yard ? 

Mr. Lanter. All of the yards pretty much. The time that is allowed 
for the construction of the ship is usually reasonable. We have been 
late as the dickens on some of them. We were 6 months late on the two 
ee ships for the Moore-McCormack Line but that was more or 
ess due to the strike and there were no liquidated damages assessed. 

We have never paid, as I recall, any liquidated damages for being 
beyond time. 

Mr. Petiy. Do you have a contract with organized union labor? 

Mr. Lanter. Yes, sir, we have 18 unions in one shipyard at Pasca- 
goula and only one in our shipyard at Decatur, Ala., and we have never 
had a strike in the 15 years, nearly 20 years. 

Mr. Petiy. How about the invested capital. How much is your in- 
vested capital in your yard? It must be very large? 

Mr. Lanier. Well, I do not know what the balance sheet would show 
but it would take about $30 million to replace the yard. We spent 
$6 million in the last 2 years. 

Mr. Petty. Would you not think that it would be fair in looking into 
this 6 percent advantage to the west coast to take the various yards 
and examine their balance sheet and see whether that 6 pareant has 
resulted in profits for one yard on the west coast maybe? 

Mr. Lanier. I do not think it was put in there for the purpose of 
paying dividends. 

{r. Petty. I wonder how the profits of the various concerns com- 
pare. 
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Mr. Lanier. We are a privately owned company and do not pub- 
lish a balance sheet. 

Mr. Petty. I notice that occasionally some of the larger shipbuild- 
ing companies publish their figures in the papers and also indicate 
the amount of unfinished work that they have on their books. 

Mr. Lanier. They are on Wall Street. We are not. 

Mr. Petty. Then I think that maybe that is something that the 
committee might look into to find out in these figures that you quoted 
where you are being underbid whether or not maybe you are looking 
for too much profit, or whether it had something to do with the 
amount of volume, whether you were so hungry for business. 

Mr. Lanier. I believe it was public knowledge that in 1958 we lost 
$8 million. 

Mr. Pexiy. Yes. 

Mr. Lanier. We made a profit last year, strange to say, but we have 
done pretty well all along. It is not anything enormous. 

Mr. Pexiy. I have always thought of you as having quite a sizable 
volume of work and doing a tremendous amount of business. Maybe 
that is i comparison with some of our smaller yards. 

Mr. Lanier. With the exception of the big carriers which we can- 
not build, we average out about the same workload as Newport News, 
and Quincy, and Sun, and those yards. 

Mr. THompson. Mr. Pelly, we have several more witnesses. 

If you do not have any more questions, I would like to move along. 
We can get this information for you, I assure you. 

Mr. Petty. If you want to shut off the questions, that is all right. 

Mr. THompson. It is not shutting it off, but I want the committee 
to understand and cooperate as we usually do. 

We have witnesses here who have traveled great distances to this 
hearing. 

Mr. a, This is the first time that we ever heard that a com- 
pany lost $8 million. I think that has bearing. 

r. THompson. I think you made the point clear. 

Mr. Petty. I might bring out many more points, but I yield the 
floor. 

Mr. Toompson. Thank you, Mr. Lanier. 

Give my regards to Mr. Mayo. 

Mr. Lanier. Thank you. 

Mr. Tuomrson. We have Mr. Carter, executive vice president. of 
the Avondale Marine Ways, Inc., of New Orleans, La. I might say 
again to the members of the subcommittee that we have only 20 more 
minutes and have two witnesses after Mr. Carter who would like to 
be heard and make their representations. 


STATEMENT OF HENRY Z. CARTER, EXECUTIVE VICE PRESIDENT, 
AVONDALE MARINE WAYS, INC., NEW ORLEANS, LA. 


__Mr. Carrer. My name is Henry Z. Carter. I am executive vice pres- 
ident of Avondale Marine Ways, Inc., of New Orleans, La., and a mem- 
ber of the board of directors oF the Atlantic, Gulf & Great Lakes Ship- 
building Association. I appear before your committee in support of 
H.R. 8093 and companion Abills which repeal section 502(d) of the 
Merchant Marine Act, 1936, as amended. 


58477—60—pt. 2——-7 
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It would appear evident that there is really no need to favor the 
west coast when over the last few years west coast suppliers have fur. 
nished my company in excess of $214 million worth of ship components 
ata price more attractive than they could be bought from local sup- 
pliers or east coast suppliers. It is also striking to note that these 
suppliers are located all the way from Los Angeles to Seattle, W ash., 
along the west coast. 

A few of the largest in point of volume are: Anchor Equipment Co, 
San Francisco, Calif.; Colby Steel & Manufacturing Co., Seattle, 
Wash. ; Geor gia Pacific Plywood Corp., Olympia, W ash. : M. Green. 
berg’s Sons, San Francisco, Calif; Isaacson Iron Works, Seattle, 
Wash.; Earl M. Jor gensen Co., Los Angeles, Calif.; Zidell Machinery 
& Supply, Portland, “Oreg. .. and many others too numerous to mention, 

These west coast suppliers have all furnished this material on a 
competitive basis and they have done it strictly on price. In other 
words, we bought the material to save the money. 

Mr. Petxiy. Mr. Chairman, would the witness tell us what were the 
total purchases, $214 million out of how much ¢ 

Mr. Carrer. That was probably 10 percent of the material that we 
bought during that period. 

Mr. Mirzer. Over what period was it ? 

Mr. Carter. About 3 or 4 years. 

Mr. Mirzer. About $600,000 a year. 

Mr. Carter. That is correct. Any doubts with respect to competi: 
tive costs between west coast and gulf coast shipbuilders should have 
been completely dissipated by the Nav ys recent award of three guided 
missile destroyers to Puget Sound Shipbuilding & Drydock Co., on 
the west coast. 

My company was the second low bidder, I was next to low on this 
award. In other words, this company took the work away from us 
notwithstanding the fact that we now have two of these ships under 
contract. 

We recently got two destroyers from the Navy and built into these 
two that we already have was the engineering, production planning, 
and scheduling and opportunity to do repeat work which was already 
included in the price. 

Notwithstanding that, they beat us a substantial amount and took it 
on competitive bidding. 

I would think if you go strictly by the record that the gulf coast 
would be entitled to the subsidy. 

Immediately following the war in 1945, we were able to secure 
from the west coast contracts for the construction of tuna vessels. 
Altogether we built about 12 of these vessels which amounted to #4 
or $5 million. However, as early as 1951 the price gap began to 
close and since that time we have not been able to be competitive on 
tuna vessels with the west coast builders. It would be absolutely 
impossible now for us to meet the competition of the west coast 
builders for the construction of tuna vessels. 

The difference between the costs in labor rates and material costs 
which were in existence immediately after the war no longer exists. 
It is now the gulf coast which has the largest rate. For instance, the 
first-class skilled mechanic in my yard gets $2.98. TLast year in 1959, 
we paid $2.78 for a first-class skilled mechanic and thé rate on the 
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west coast was $2.73, so that our rate today is higher than that on 
yest coast. 

eT ewithet anding the fact that it is apparent that the gulf coast de- 

serves a subsidy because of its high ‘costs, I do not advocate one. 

I am a strong believer in competition in free enterprise'and 1 believe 

that this whole country should stand on its own and obtain work 

based on its ability to produce at a competitive'price.’ _ 

I would like just to put in a little commercial here since Mr. Lanier 
put in a big one. cat 7 eT 

My ‘company was started im 1938 with $15,000. _ Last year it was 
sold for $14 million. It was built completely with profits earned 
from the company. We have been in business since 1938 and we have 
never lost 1 minute on account of a labor strike. W e do not have a 
Jabor union but we pay our men well and we still work 6 days a 
week and most of us work on Sunday. 

Thank you, gentlemen. 

Mr. Thompson. Mr. Carter, I do know that your operation is one of 
the great segments of the economy in Louisiana and Louisiana’s busi- 
ness is built up on small business, relatively speaking. I think that 
you have done a tremendous job in helping to develop the gulf coast 
area. 

I would like to ask you about three questions. One is’ what is your 
experience at Avondale in connection with competitive bidding with 
west coast yards under the 6-percent provision / 

Mr. Carrer. On the first invitation to American Export Lines we 
bid, but we were not competitive with any one, the east coast or 
west coast, On the last two bids we did not submit a bid on account of 
the 6-percent differential. We did not feél we could be competitive 
with the 6-percent differential in existence so we refused to bid. 

Mr. THompson. What has been your experience in connection with 
Navy ships where there is no 6-percent differential ? 

Mr. Carrer. They beat us on this last undertaking. At times we 
beat them. 

I think that this whole country can compete one with the other and 
[ think if you remove the 6 percent that we will be low part of the 
time and they will be low part of the time. 

Mr. Matti1arp. Will the gentleman yield? 

Mr. Tuomrson. Then you believe that the west coast yards would 
be competitive with your yards without any 6 percent ? 

Mr. Carrer. Yes, sir; I do. 

Mr. Mariurarp. Would the gentleman yield ? 

Mr. THompson. Yes. 

Mr. Marrarp. I think there may have been some misunderstand- 
ing between the chairman and the witness because on one contract you 
referred to in response to vour first question there is no 6 percent in- 
volved. Inthe American Export there was no 6 percent involved. 

Mr. Tuompson. But they did beat you competitively without the 
6-percent consideration ? 

Mr. Carrer. That is right. 

Mr. Toompson. Are there any questions ? 

Mr. Borxrn. Nothing but to say that it isa great statement. 

Mr. Minver. I think it isa very fine statement. 

Mr. Tuompson. Mr. Garmatz ? 
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Mr. Garmatz. You say your wage scale is 13 cents more than here 
and 15 cents more than on the west coast ? 

Mr. Carter. I do not know what the west coast is now. 

Mr. Garmatz. I was using the figure as reported yesterday. You 
say you are not organized there. 

r. Carter. No, sir. 

Mr. GARMATZ. Why do you have the $2.98 rate? You must have 
very good relations with your help. 

Mr. Carrer. We try to pay men when they produce. 

Mr. Garmatz. I am for it, but I thought if there was such a high 
rate without organization, there must be productivity. 

Mr. Carrer. If we did not produce, we would not be able to pay it. 

Mr. Garmatz. That is all. 

Mr. Tuompson. Are there any further questions ? 

Thank you, Mr. Carter. I assure you that your statement will be 
taken into consideration by the committee. 

Gentlemen, we have with us Mr. Grady G. Ashcraft from Alabama. 
I am sure we would like to hear from him. 

Will you state your official association for the record, please ? 


STATEMENT OF GRADY G. ASHCRAFT, VICE PRESIDENT, ALABAMA 
DRY DOCK & SHIPBUILDING CO., MOBILE, ALA. 


Mr. Asuorart. I am Grady G. Ashcraft, vice president of Alabama 
Dry Dock & Shipbuilding Co., Mobile, Ala., appearing in behalf of 
Edward J. Flynn, president, who is a director of the Atlantic, Gulf 
& Great Lakes Shipbuilding Association. I appear before your com- 
mittee in support of H.R. 8093 and companion bills calaoad to repeal 
section 502(d) of the Merchant Marine Act, 1936, as amended. 

Although there may have been basis for its enactment in 1935, there 
is little justification today for continuing this 6-percent preference. 
Under present condition, where a strong shipbuilding industry, avail- 
able for national defense, exists on the Pacific coast, and with sources 
of supply of steel and component parts produced on the west coast at 
competition prices, and the freight differential now insignificant, the 
6-percent differential is no longer warranted. 

Alabama Dry Dock & Shipbuilding Co., as in the case of other gulf 
and east coast yards, has found that marine equipment and other ma- 
terials for shipbuilding are available in reasonable abundance on the 
west coast at competitive prices. As noted by the purchasing depart- 
ment records of our company during the past 2 years we found it 
advantageous to procure marine diesel engines with components, as 
well as quantities of finished shafting steel and rubber stocks, from 
west coast sources. 

Alabama Dry Dock & Shipbuilding Co.—with 43 years of expe- 
rience in building, repairing, and conversion of ships of all sizes and 
types, including a noteworthy World War II record of construction of 
102 T-2 tankers, 20 Liberty ships, and the repair or conversion of ap- 
proximately 10 million tons of war shipping, together with years of 
visionary planning under sound management guidance, with a sub- 
stantial and adequate work force of experienced shipyard workers— 
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ig unable to competitively bid for Federal Maritime Board construction 
contracts where preference is afforded to the Pacific coast shipbuilders. 

Moreover, our company located as it is on the gulf coast, is also 
seriously handicapped in the procurement of shipbuilding materials 
and parts because of our removal from the sources of supply, and 
freight differentials. Indeed, the shipbuilding yards on the gulf 
coast would suffer the greatest impact from the effects of the 6-percent 
preference provided by section 502(d) of the act. 

We submit that the preference afforded the Pacific coast shipyards 
serves only to destroy the true character of competitive bidding and 

rpetuates a resulting discrimination against Alabama Dry Dock & 
Shipbuilding Co., and its workers. 

Our company joins the many proponents of H.R. 8093 and com- 

anion bills, and respectfully urges favorable consideration of this 
fealalation for the repeal of the discriminatory provisions of the pres- 
ent law. 

Mr. TuHomrson. Does that conclude your statement, Mr. Ashcraft? 

Mr. Asucrarr. That is it. 

Mr. THompson. Thank you very much. 

Are there any questions ! 

Mr. Boykin. Yes, I would like to ask Grady Ashcraft a question. 

The first thing I wanted to say was, this was not the Alabama Dry 
Dock crowd that ran the Ingalls Shipbuilding Co. over in Mississipp1. 
It was the old crowd and not the crowd we have in Alabama now. Mr. 
Flynn was supposed to be here but I am glad that Grady Ashcraft 
came because he has been in Alabama since 1931. Neither was the old 
Alabama crowd. It is not this crowd now. I did want to get that 
straight. 

Now, Grady, what has been the experience of the Alabama Dry 
Dock in bidding in competition with the west coast yards under the 
6 percent provision ¢ 

r, Asucrarr. Well, the 6 percent has not actually affected us at 
any particular time because we are primarily aship repair yard. That 
is our bread and butter. We are the largest south of Newport News 
in that respect. 

However, we built quite a few ships during World War II and 
thought we might get back into it, so that we spent this $10,000 or 
$15,000 making up bids on three or four bids and we thought that we 
might get back into this business and start building ships again, but 
after we saw what actually was happening without any 6-percent dif- 
ferential there was no use going with an extra load on our back of 6 
percent and trying to fight it so we just stopped it and quit. 

We are going to try to make our living in diversified business and 
ship repair. 

Mr. Boyxin. What has been the experience of the Alabama Dry 
Dock in bidding in competition with west coast yards on Navy ships 
Where the 6-percent provision does not apply ? 

Mr. Asucrarr. We have not bid. 

Mr. Boykin. Does your experience not show that the west coast 
yards would be competitive even if the 6-percent differential was 
repealed ? 
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Mr. Asucrarr, Well, I will just repeat right here. Alabama Dry 
Dock thought we were low bid»on the American Export. - In fact, 
were were at $10,244,547.0n an adjusted bid and National Steel ‘had 
quite a larger figure. We bid a little over $11 million on our fixed 
price—I think $11,600,000—and National Steel bid $10,800,000... Well, 
we lost that one, and then we put in bids on Lykes job and the Moore- 
McCormack job and bids on some'conversions, but I was chief estimator 
for the company for a number of years and I went through these bids 
very thoroughly and I knew they were skinned down to the bottom, 
I think the records will show that we are a fairly efficient shipyard 
and, when ‘all the meat had been cut out of these bids, there is no use 
fi hting a losing battle. It just was not'there when you put a 6-percent 
as es on top of that. Wecould not see it and we are getting out 
of it. 

Mr. Borxtn. I agree with you. 

Mr. Tuompson. Are there any questions? 

Mr. Toxierson. I have no questions. 

Mr. Matiirarp. Mr. Chairman. 

Mr. TuHompson. Mr. Mailliard. 

Mr. Matrirarp. Again from the instances that you have mentioned, 
you would lead me to believe that you have neved bid on a job w here 
the 6 percent applied; is that correct ? 

Mr. Asucrart. That is definitely right. 

Mr. Marazarp. But you also indicate that you are now giving up 
bidding even where there is no 6: percent. 

Mr. Asucrarr. Why bid on something out there when they can beat 
us like:that? We might. get back into it if the market picked up a 
little bit, but, as it is now, the competition is too tight to bid it where 
there is any handicap whatsoever. 

Unless we have some kind of an even break, I do not see where we 
should bid. Our company is a very funny company. It is a banker- 
minded bunch of people. ‘They are conservatives. I think Frank 
knows that himself, They look at every dollar that we spend. We 
spend $10,000 or $15,000 making up an estimate and it just goes out 
the window and we do not have a chance with a handicap and we are 
better off to'try to make our living for the time being on ship repair. 

Mr. Mamriarp. I understand that, but from your testimony it 
would seem to me'that you have indicated that that policy has nothing 
to do with the 6 percent; that on Navy work or on the majority of the 
work where the 6 percent is not involved you are not bidding, so that 
6 percent’ has nothing to do with your situation. 

Mr. Asucrarr. W Tell, Ihave bid. I have bid on the Lykes’job, bid on 
the Export, bid on the Mississippi Shipping, and we were beat then. 

Mr. MariurArp. But not by west coast in most instances. 

Mr. Asnorarr. One of them was. 

Mr. Matii1arp. It was in only one instance. You were beaten by 
the east coast bidders. 

Mr. Asucrart. That is right. That shows they do not need the 6 
percent if they can beat us without it. 

Mr. Tuompson. Is that all? 
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Mr. Miller ? 

Mr. Maier. Mr. Chairman. 

Would you care to comment on labor costs? The gentleman before 
you told us that he is paying more money than they pay on the west 
goast. Do you pay more money than they pay on the west coast? 

Mr. Asucrarr. Well, we pay our first-class mechanic $2.84 and, 
when you get into a labor cost, I think that Monro Lanier had that 
thing fairly well spelled out because every shipyard or everybody in 
the country has a different method of keeping costs. At.one time I was 
superintendent of Ingalls Iron Works from which the Ingalls Ship- 
building Co. was formed and their method of keeping costs is abso- 
lutely different from ours, so that, when you are talking about costs, 
it depends on just what you are talking about as to what goes in to 
make up costs. 

Mr. Mixer. I was talking about the rates of pay. You pay $2.84 
against his $2.98 for a mechanic ? 

Mr. Asucrart. Yes, sir. 

Mr. Mixer. That is all. 

Mr. Petiy. Mr. Chairman. 

Mr. Toompson. Mr. Pelly. 

Mr. Petuy. You say you have a banker management. I wonder 
how you classify the Avondale management who in 20 years turned 
$15,000 into a $14,000,000 profit? I think that, is wonderful. 

I think that is American. I think that is a Horatio Alger story. 
Were the Avondale people banker-minded ? 

Mr. Asucrart. I do not know whether they are or not. We have 
not lost money. We are doing all right. We are not going out to try 
to lose it. 

Mr. Petty. I have heard more people who think they were the low 
bidder on jobs and I think it is difficult sometimes to find out who is the 
low bidder. 

Mr. Asucrart. In fact, today, Mr. Pelly, I think all of you will 
agree that the shipbuilding industry is in dire circumstances, both 
shipbuilding and ship repair, because a lot of it is going foreign and 
ships are being built foreign. 

fthe repairs come up, they are naturally being repaired foreign and 
a lot of work is being taken away from them. Therefore, you have 
to stick pretty close to the line and figure out just where you can save 
every dollar you can so that there is no use going out into or branching 
into a new field. 

We have five active ways there and we have seven more that could 
be rehabilitated immediately. Those particular ways, I might men- 
tion, these launching ways we were asked to start building in December 
of 1941 and they were completed in 1942. Of course, the biggest 
delay was getting cranes and things. In fact, it took about 6 months 
to complete the first one but there were eight ways completed in a little 
over a year and by 1945 our tanker program where we built 102 of those 
T-2 tankers from 1942 to 1945, was completed because it is not a ques- 
tion of getting ready for these things. It does not take so long to do 
anything like that once you get going. 
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Mr. Petiy. I think when the record is finally written and all the 
testimony is in, you will find that a summary of all the adjusted low 
bids that have been awarded to the west coast and all the adjusted 
low bids that have gone in from other yards will show that our west 
coast low bids have been in excess of 7 percent above the low bids of 
other coasts. 

Mr. Asuerart. On this bidding situation, I think I know a little 
bit about it, too. When you take a bid and prepare one there is a lot 
that enters into it, and it is just as true in shipbuilding as in ship 
repair. It works both ways. 

If by chance you know that my yard is full of work you are going 
to raise your bid. a little bit because you know I cannot take it. There- 
fore, there are a lot of bids put in there that are unrealistic so that 
when you go to weighing these bids, any time, I do not think you should 
by any means take the top bids because a lot of them are put in there 
because they want to keep their name before the Commission and they 
want to keep their name going. I do not think there are a lot of real- 
istic bids on the top bids. The only low bids considered should be the 
last three or four low bids. If you start comparing them to get 
down to the meat of the bid they are the ones that are really going to 
count. 

Mr. Petxy. I know that a lot of what you say is very sound and I 
certainly realize that, with the knowledge that you have, having 
worked on these figures, you relaize that sometimes people put in these 
bids to stay in and it does not mean a thing, but the people who are 
really hungry for business need the work to keep their organization 
together. 

If you take all the bids from the west coast and all the bids put in 
from other areas that have been submitted to the Maritime Board since 
1957, you will find that our low bids have averaged 714 percent higher 
than the low bids of the other areas. 

Mr. Mitier. Mr. Chairman. 

Mr. Tuompson. Are you through, Mr. Pelly ? 

Mr. Petry. Yes. 

Mr. THompson. Mr. Miller. 

Mr. Mutter. I think that Mr. Ashcraft made a very pertinent obser- 
vation, when he spoke about a lot of this work going foreign. This, to 
me, is part of the current problem that the industry and Government 
must examine carefully and try to solve. 

We let these ships go foreign. We bring them back here. They 
are used in our trade. I do not think it isa healthy thing, but I realize 
the pressures that are for it. You put your finger on the crux of the 
situation right there. Certainly the shipbuilding industry all over the 
United States is sick. 

Mr. Tuompson. Are there any further questions? 

Thank you, Mr. Ashcraft, for being with us. 

Mr. Asucrarr. Thank you. 

Mr. THompson. Gentlemen, we have one more witness here. If 
there is no objection from the subcommittee, we will hear Mr. Harry 
W. Pierce of the New York Shipbuilding Corp. 
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Mr. Pierce, you may make your statement as you wish as brief as 
possible and you may insert anything you wish into the record. 


STATEMENT OF HARRY W. PIERCE, VICE CHAIRMAN OF THE 
BOARD, NEW YORK SHIPBUILDING CORP., CAMDEN, N.J. 


Mr. Pierce. I will certainly comply with that, sir. 

My name is Harry W. Pierce. I am vice chairman of the board of 
the New York Shipbuilding Corp. at Camden, N.J. I will forgo any 
commercial. We have had the honor and pleasure of having most of 
this committee at one time or another visit the yards. I think you 
know what we are and what we look like and what we are trying to do. 

I have no prepared statement, Mr. Chairman. I can only corrob- 
orate through my own experience a great deal of the information that 
has been given you by the other witnesses. Perhaps I can spotlight a 
couple of points that we have encountered specifically and I can cer- 
tainly add my hearty amen to my belief that the 6 percent, whether it 
has operated a great many times or not, is certainly not in the best 
interests of the public as a whole and is certainly discriminatory as can 
be to the east, west, and gulf coasts. 

I thought that I might just comment on a couple of the points that 
have come up in other testimony that I have heard or clcvena these 
things might be of some interest; for example, Mr. Burke of Sun 
speaking. We have a divided contract. Six percent had no part of 
that, it is true. It was a matter of allocaticn in which after the actual 
low bidder in the first round for the American Export Lines was dis- 
qualified by virtue of a nonresponsive bid New York Ship was then 
the low bidder. However, for reasons of national policy, the Mari- 
time Administration allocated two of the four ships to a west coast 
firm, the National Steel & Shipbuilding Co. of San Diego, leaving us 
with simply two of our ships. 

Mr. THomprson. Was the allocation made under this so-called 805 
amendment ? 

Mr. Pierce. That is correct; yes, sir. I have an analysis of what 
that cost. I do not think that is germane to this particular hearing. 

We were also the lead yard. We developed the plans and specifica- 
tions which they followed on that particular class of ship. 

Since we had to do that and were fully organized to do so, we pro- 
posed that we act as the purchasing yard as well as for either all of the 
material that was required or any part of it. There are a number of 
reasons for that. One is, of course, quantity purchasing. If you ne- 
gotiate for four sets of machinery you can usually get a better price 
than two individual sets. 

Mr. Tuompson. That arrangement was not peculiar to your oper- 
ation in this instance? 

Mr. Prerce. No, it is a common arrangement. 

Mr. Toompson. It is done as a matter of practice? 

Mr. Pier. The vendors like it because, if they can sell all four sets 
of machinery through their plant, delivery dates being worked out to 
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fit both builders, it is to their advantage. Also owners, of course, like 
to have uniform equipment on their ships. 

In round numbers, those ships have about $6 million worth of ma- 
terial. That includes steel, components, and everything else, $6 mi]- 
lion of what we classify as material purchase, and I might interpolate 
there that practices do vary in various yards. Some of us build equip- 
ment that others purchase. We build it ourselves so that that appears 
as combination labor and material cost in our accounting whereas jt 
would be a straight material cost in the other case. 

When the negotiations between National Steel and ourselves were 
finally completed, they elected to have us buy somewhat less than $3 
million worth of material, merely a number of the major components, 
the turbines and gears, the boilers, heat interchangers, turbogenera- 
tors, radio, things ‘of that sort. I do not know on what basis they 
elected to purchase the other half of the material themselves, but no 
doubt as in our case they have developed convenient, nearby, well- 
known sources of supply for a great deal of that equipment. 

As has been stated, in a great many cases, not all, the quotations on 
which both yards’ estimates were based were identical. That. is, 
freight was either absorbed or quoted f.o.b. the yard, and that was 
our target in our particular arrangement. 

The vendors, of course, quote uniform prices to a yard except for 
such things perhaps as freight. That does not mean that all vendors 
quote the same price, but the same vendor quotes the same price to 
each of the shipyards. However, after a contract is awarded, there 
are frequently changes in specifications, developments in the equip- 
ment, and there is a lot of good hard negotiation between the pur- 
chasing departments to get the lowest possible price. 

We may end up and frequently do end up buying equipment which 
was not the lowest bid some 2 or 3 months before when we are obtain- 
ing for our estimate. 

I found one case that may be of interest because I heard the ques- 
tion asked as to whether the west coast firms likewise took over the 
cost of the freight. In one case on deck machinery, the firm price 
from a west coast firm located up in Washington to New York Ship 
was $168,180; to National Steel, $165,040; freight allowed to destina- 
tion. The difference, $3,140, is exactly the freight on that item, so 
that there was one case where the west coast was quoted a better rate, 
the freight was allowed, but probably for reasons of company policy 
there the terms became the shipyard’s at the points of manufacture 
and then freight was allowed and the difference was simply the differ- 
ence in the freight. 

Another west coast manufacturer, however, of similar equipment 
bid identical prices f.o.b. the yard in each case. So that it varies and, as 
I say, those are quotations on which you base an estimate. They are 
not necessarily what you finally negotiate and those negotiations very 
frequently result in savings that are far in excess of any consideration 
of freight rates. 

Referring to our experience in the bidding, I cannot honestly say 
that we have been in the low bracket in any case where the 6 percent 
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might have applied, but. I have reviewed all of the bids and we have 
bid on every new construction contract. |, There has been a consider- 
able discussion within our owmranks at, New York Ship as to whether 
it paid to do at. in the.case of these, west coast bids because, frankly, 
the 6-percent differential is sometimes in excess of the figure that we 
can conceivably put: in for profit and realize that we would have a 
chance. 

Mr. THompson. Do you have any. specific instances where they re- 
ceive work that you would have gotten had it not been. for the 6 

reent 4 

Mr. Pierce. No, sir, because we have happened to have been in the 
running on cases where the 6 percent did not apply. But, looking 
over all the bids since we were in each one of them, I find that in every 
case one or more, and in one case every west coast bidder was below 
us in the:actual bid. That is frequently by a margin that would be 
spanned by the 6 percent if either of us had been down in the extremely 
low brackets. 

As to policy in the future, with regard to bidding with the 6 percent 
differential as a burden and a load, I would not commit myself. I 
would point out that the number of ships in the future to which the 
6 percent applies is a substantial part of the program, not a major 
part but a substantial part, and it is a burden that we cannot overcome. 
Because we have done considerably more naval work than commercial 
work we have had considerable west coast competition on Navy work. 

We were also one of those who have been fortunate to get the guided 
missile destroyers. In fact, we have two contracts for three each now 
under construction. 

On this third round we were completely out with the successful low 
bidder, Puget Sound, although. we think we know exactly what, those 
ships are going to be.. We know how much they are going to cost us. 
Let us put it that way. 

Mr. THompson. How many did you have under contract. when you 
lost the one to Puget Sound ? 

Mr. Prerce. We had six under contract. 

Mr. THompson. How many did Pudget Sound have before? 

Mr. Pierce. I am not sure that they have any DDG’s. They have 
built the destroyer escorts. 

Mr. Tuompson. So it is quite evident that in spite of the fact that 
you had the advantage of previous design and know-how they underbid 
you? 

Mr. Pierce. Yes. Thisis for athree-ship bid, 

The Navy bids, you see, are not open bidding so that, except for the 
final award, we have no information on what other bids might be. 

I think we can save most of the time, Mr. Chairman. I have no 
further statement to make. Perhaps questions would develop any- 
thing else that you might want. 

Mr. THompson. Thank you, Mr. Pierce. 

Do you have a question ¢ 

Mr. Boyxxy. I would like to ask him one question.. As soon as we 
get through with the 6 percent and wipe it out; that is just peanuts 
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because there is no human being in the shipbuilding or repair business 
who can compete with a load on his back of 6 percent. George Miller 
hit the spot a few minutes ago. Mr. Mailliard was with me and the 
chairman was with me when we were in Europe and found every ship- 
yard full of business. That was 2 years ago. I remember when ir 
Scotland they had enough business to run to 1965. They had not 
bought a thing from the United States although we built that yard. 
They were buying all the steel from Japan and they had mountains 
of it. It wasthe same in Italy and England. 

What we really ought to do is get the west coast and east coast and 
gulf and Great fakes all together and all have an even break but, for 
the Lord’s sake, let us start to do something about that. ’ 

I do not know whether you know it or not but we just had a little 
meeting, and I would give John McCormack credit for this. He 
said they just had to have a little help for the fishermen for the build- 
ing of boats. They had decided to give it to Japan. It pretty near 
killed me. I had been there and saw those great big shipyards and 
all of those men working and there is no way to compete with them. 
They were working a lot of women for 50 cents a day, daylight to 
dark. 

I want to tell you that if we do not put some barrier on that we are 
never going to make it on the west coast, east coast, or Great Lakes 
or any other place. 

Mr. Miter. May I interrupt? I think you mean that the Fish and 
Wildlife Committee in its report came in with a recommendation 
that they be allowed to build these fishing boats foreign and we would 
not consider it. 

Mr. Borxrn. Of course, we would not. We decided to do it just 
for Boston. I thought it was very unfair but I was afraid to move 
because I want to get that started because it looks like everything we 
want to do down in our country they are against. 

Anyway, we had a conference and I was one of the conferees. We 
went over there, Mr. Bonner and Mr. Tollefson and six or eight of 
us, and I did make the motion that we should subsidize these eastern 
fishing boat i 3314 percent because that is what the Japanese 
were going to make. They were 3314 percent below us. 

I suggested that to give our people some work in our shipyards and 
Lord knows they have some good shipyards in that part of the coun- 
try. 

We had Senator Magnuson there. I said, “Gentlemen, we are in 
just as bad a shape all over the land as we are up there. Let us make it 
so that they get help wherever they need the same help that they need 
in any fishing boatyard.” We agreed that it should be on the east and 
west coast and gulf and also up there. 

We are going to have to do something like that with the shipbuild- 
ing because I tell you that there are not many people anywhere in this 
country that are getting many ships to build anywhere and you can- 
not compete against any of those people in that part of the world. 
You cannot because they do not pay the people anything. We have 
to subsidize them. ; 
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I was in Italy and I saw the Piajos over there. They used to own 
the Pascagoula yard. I asked them how much did they subsidize 
them in Italy. He told me 75 to 90 percent. If we are going to pre- 
vent our people going out of business we have to do something here 

me. 
ohn is a very small matter. I am sure we are going to be able to 
remedy it. I do not believe in these wonderful men fighting for it. 
Your people expect you to fight for everything youcan. As soon as we 

t through with this, and we ought to get through quickly, we ought 
to start on that other phase. If not, we are going to be wiped off the 
face of the earth as far as building any ships in these United States. 

We made a thorough study and every yard we saw on the foreign 
trip had more than they could do and here you cannot live. It is a 
crime, a shame. It is terrible. It is asinine, and we have to do 
something about it. 

Mr. Pierce. I could not agree with you more. 

Mr. Boyxin. I heard Monro Lanier say they were building two 
36,000-ton tankers. We ought to build them here. They will have to 
do it one way or the other, if we are to survive as shipyards. You 
have started something good and I want you to follow it up and vote 
with us on this 6 percent and then we will start on the 30 percent. 

Mr. Toompson. Mr. Downing. 

Mr. Downtne. Mr. Pierce, yesterday Mr. Mailliard was trying to 
find out if there were any cases where the west coast underbid the east 
eoast or gulf or Great Lakes shipbuilders where there was no 6 per- 
cent involved. 

I would like to get that lined up in the record. Do you know of 
any case ? 

Mr. Pierce. One that I think would be classified that way was the 
one I just mentioned, the first Export round in which National Steel 
was below many of the east coast yards, with remarkably close bidding, 
as a matter ate fact, a balance of fixed price against adjusted price. 
They were definitely the low bid in the second round of the Export 
where they got an additional contract for four ships, and that, of 
course, involved no 6 percent. 

Mr. Downine. Are there any other cases? 

Mr. Pierce. Well, although no contract was consummated on the 
bid, Pudget Sound was low on the two Mariners for the American 
President Lines. They withdrew the bid and forfeited bond, and 
then Bethlehem at San Francisco took the contract which was negoti- 
ated to the best of my knowledge at very nearly the same price as 
the Puget Sound bid. 

Mr. Downine. Would it still have been the low bid ? 
oe Prerce. I am under the impression that it would have been the 
ow bid. 

Mr. Maruuiarp, I think not without the 6 percent. 

Mr. Pierce. I do not have the figures before me as to the final 
negotiated price with Bethlehem. 

Mr. Downing. Bethlehem picked it up from Puget Sound. 

Mr. Pierce. That is correct. 
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Mr. Downinc. Do you have any other cases? 

Mr. Pierce. This was not in this program but it was one of the bids 
put out by the Maritime Administration and there again I am ‘not 
sure of the figures because I do not believe that we bid on it.’ The 
largest ship that National Steel had gotten was the Coast and Geodetic 
Survey ship which they were building at the time of this Export Line 
bid and that was one that they secured by being the low bidder against 
any other competition. 

Mr. Down1nc. How abotit conversions? They are included, too 
in the 6-percent differential, are they not / 

Mr. Prerce. Yes, sir. 

a Downina. Are there any conversions that you have’ know ledge 
Oo 

Mr. Pierce. Let me clarify the question if I can, Mr. Downing, 
You mean where the 6 percent did not apply or where it tipped the 
scales ? 

Mr. Down1ne. Where they underbid without taking the 6-percent 
differential into consideration. 

Mr. Pierce. I am not sure of any, sir, because, as a matter of fact, 
New York Ship bid on none of the conversions and I am not sure that 
I have that information. 

_ I believe that Todd secured four conversions on the west coast 
in which they were the absolute low bidder. 

Yes, that was four conversions for American President Lines where 
their figure of $1,022,000 was the low bid of all yards bidding and 
there were some nine yards bidding. 

Mr. Downine. Now, what about Navy work? Do you know of 
any Navy contracts in which the west coast has underbid the Atlantic 
coast ¢ 

Mr. Prerce. Yes, sir. I have just mentioned one, these last DDG’s 
in which Puget Sound was the low bidder against ‘all comers and in 
another one of the rounds we were actually the low bidders on four 
but there was a case of allocation. However, the price at which the 
ship was allocated to Todd, one ship only, was not greatly in excess 
of our three-ship bid, and that would indicate that the bidding had 
been awfully close. 

There again, I do not know what the figures of any of these Navy 
bids are except my own and the published ones. 

Mr. Downtne. Thank you very much. 

Mr. TuHompson. Are there any further questions? 

Mr. Matiniarp. Mr. Chairman, I have no questions except to say 
that Mr. Pierce has been helpful to this committee on so many occa- 
sions that I am delighted to see him back before the committee ? 

Mr. Pierce. I am glad to be'back, sir. 

Mr. THompson. Mr. Pelly? 

Mr. Petiy. Mr. Pierce, 1s it not more or less customary when you 
look through the ads i in magazines to see, “Add 10 percent west of the 
Rocky Mountains,” and your mail- order houses? Do you not think 
it is more or less acknowle edged that there are higher costs? 
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Mr. Prerce. I honestly do not know how much more of that I have 
noticed of late. I remember the day when the Rocky Mountains 
seemed to be sort of a fence where the prices went up. It may still 
apply to mail-order houses but I am afraid it does not in regard to 
the price of oe | 

Mr. Petty. When you come to the Forrestal supercarrier, you do 
not have to worry about the 6 percent because there is no yard on the 
west coast that is capable of building it. 

Mr. Pierce. No private yards. 

Mr. Petxiy. It is in other words an allocation ? 

Mr. Prerce. No, sir; it has not been in the case of the Kitty Hawks. 

As a matter of fact, that was a bid job in which we did not endear 
ourselves to a number of our competitors. 

Furthermore, we had to invest $10 million in a drydock to build the 
ship. 

Mr. Petty. But I meant there are only three yards that have facili- 
ties adequate to build Forrestal class carriers. 

Mr. Pierce. Three private yards. 

Mr. Petty. It used to be a policy of handing it to a private shipyard. 

Mr. Pierce. That is the amendment in which it went each way but 
in our case no allocation was made. In other words, our turn never 
seemed to come up. We had to get the ship the hard way by putting 
ina low competitive bid. 

Mr. Petiy. I would think that when you get a sizable job of about 
$200 million you could cover a lot of normal overhead in that and it 
would make you much more competitive when you are bidding on other 
types of work which might be normally in the classification that we 
have been concerned with. 

Mr. Pierce. That is absolutely correct, of course. Just to go back 
a little bit, in 1953, as you know, the ownership of New York Ship 
changed hands. Management was very considerably reorganized 
and we have done everything and are still doing everything to keep 
and make that yard as competitive as possible. 

One of the items was to get enough work in that yard so that there 
was a decent distribution of overhead to enable us to get work. 

Mr. Petuy. To get a balanced workload and to keep your costs 
down ? 

Mr, Pierce. And have the work that we have in that yard, Mr. 
Pelly, only one job and that Navy conversion of a light cruiser to the 

uided missile cruiser was an allocated job. All of the rest of the 
930 million was obtained by being the low competitive bidder. 

Mr. Peiiy. Actually we are making something of a mountain out 
of.a molehill, are we not, when we consider that probably there will 
beno west coast operated ship up for bid for at least 2 years. 

My good friend, Mr. Boykin, says we have to hurry with this. There 
are not going to be any bids as far as I know where the 6 percent 
would apply for at least 2 years. 

Mr. Pierce. I am sorry that I did not refresh my mind on the chart 
that I keep of the program; and, further, of course, that program, as 
you well know, is only running at about half speed. 
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Mr. Peuiy. In other words, we do not have to rush into this thing 
without delving into the actual figures to ascertain whether there js 
still the basis of a differential now between the coasts. We do not 
have to rush into it because there will not be any bids up on such 
particular jobs. 

Mr. Boykin. Congressman Pelly, will you yield for just a moment? 

Mr. Petty. Always. 

Mr. Boykin. Do not let him get you on that. I have a date for 
lunch with Congressman Carl Vinson. I would stay here forever jf 
I could do any good. 

Mr. Petty. For the record, the only reason we need the differentia] 
is to offset you because you are such a powerful lobby. 

Mr. Boykin. I did not come here to turn that Mobile into a graye- 
yard. Everything is made for love if we do away with the differen- 
tial. Let us get a lot of them and go on and go after this foreign 
trade and get it all. 

Thank you. 

Mr. Maurarp. Mr. Chairman, could I ask a question off the 
record ¢ 

Mr. Tuompson. Off the record. 

( Discussion off the record.) 

Mr. Tuomeson. If that is all, gentlemen, we appreciate your being 
here again, Mr. Pierce, and we will call on you from time to time 
to give us information. 

Mr. Prerce. I will be happy to come back. 

Mr. TuHompson. I would like to ask if there are any witnesses who 
came and expected to be heard ¢ 

Mr. Hope. I would like leave to submit a statement for Mr. John 
Newell, of the Bath Iron Works. 

Mr. Tuompson. Without objection, Mr. Newell’s statement will be 
incorporated into the hearings. 

Mr. Horr. Thank you. 

(The statement referred to follows:) 


STATEMENT OF JOHN R. NEWELL IN Support or ELR. 8093 


I am John R. Newell, president of Bath Iron Works Corp., Bath, Maine, and 
a director of the Atlantic, Gulf & Great Lakes Shipbuilding Association. My 
company strongly supports H.R. 8093 and companion bills which would repeal 
section 502(d) of the Merchant Marine Act, 1936, as amended. We subscribe 
completely to the statements of the other shipyards in the eastern part of the 
eountry which have already been presented to your committee and the exhibits 
which have been offered to illustrate that if there was ever any justification for 
this 6-percent preference in favor of Pacific coast shipbuilders, such justifica- 
tion does not exist in any manner today. 

Bath Iron Works has for many years been a leading builder of naval vessels, 
particularly destroyers. Despite the knowledge and experience which we have 
acquired during this time, which normally would afford us some advantage in 
competitive bidding on Navy work, we were substantially underbid by Puget 
Sound Shipbuilding & Dry Dock Co. on three guided missile destroyers which the 
Navy recently awarded to that yard. We believe that this recent award is the 
best evidence of the fact that the Pacific coast shipyards no longer have any 
competitive disadvantages. As a matter of fact, the Pacific coast yards prob- 
ably have a competitive advantage over Bath Iron Works in that there are 5 
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months during each year when winter weather conditions substantially increase 
the cost of our operations in Maine. 

Finally, we have experienced a striking example of the facts shown by 

exhibits No. 7 and 11, namely, that important component parts of vessels are 
now available to Pacific coast shipbuilders at the same or lower prices than 
such equipment can be obtained by shipyards in the eastern part of the country. 
There is located in Bath, Maine, virtually next door to our plant, the Hyde 
Windlass Co., which is a major supplier of deck machinery. Although we have 
continued to make most of our purchases of deck machinery from the local in- 
dustry, we have been quoted cheaper prices for the same machinery by pro- 
ducers in Seattle, Wash. The overland freight haul from Seattle to our yard 
is probably the longest one from any supplier to any shipyard in the United 
States, but nevertheless the Pacific coast manufacturer has reached the point 
where he can substantially underbid the manufacturer next door to our ship- 
yard, 
" It is for these reasons that we strongly and respectfully urge that your com- 
mittee favorably consider and report to the House H.R. 8093 and the other bills 
which would eliminate the unjustified 6-percent preference in favor of the 
Pacific coast shipyards. 


Mr. THompson. Counsel has several matters in which I think some 
of the members are interested. 

One is the matter of steel prices received this morning from the 
Maritime. Without objection those will be received for the record. 

Mr. Drewry. And we have a list of bids for the last 5 years on Mari- 
time contracts. 

rey. Without objection, those will be made part of the 
record. 

We have a letter from our colleague, Congressman Torbert. Mac- 
donald asking that a statement from him be placed into the record. 

Without objection, Congressman Macdonald’s statement will be 
placed in the record. 

(The documents referred to follow :) 
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STATEMENT OF Hon. TorBerT H. MACDONALD, A REPRESENTATIVE IN CONGREss 
FROM THE BHIGHTH CONGRESSIONAL DIsTRICT OF MASSACHUSETTS 


Mr. MacponaLp. Mr. Chairman and members of the committee, I am Torbert 
H. Macdonald and represent the Bighth Congressional District of Massachusetts, 

I am grateful for the opportunity extended to me by your committee to pre. 
sent a brief statement concerning my bill H.R. 8562, to amend the Merchant 
Marine Act of 1936 by repealing section 502(d) and part of section 509, which 
provide for a preference to west coast shipbuilders on certain contracts for ship 
construction. 7 

First, subsection (d) of section 502 provides that when a construction differ. 
ential subsidy is applied for by a Pacific coast shipowner, to aid in the construe. 
tion or reconditioning of a vessel to be operated in foreign trade from ports on 
the Pacific coast, the lowest responsible bid by a shipbuilder on the Pacific coast 
shall be approved by the Maritime Board, if such bid is not more than 6 percent 
higher than the lowest responsible bid of an Atlantic coast shipbuilder. This 
provision applies only to vessels which are based on the Pacific coast. 

Second, the pertinent part of section 509 provides a lower rate of interest un 
construction loans for vessels in domestic trade built in west coast yards. 

Mr. Chairman, this west coast subsidy is obsolete, outmoded, and obviously 
unfair to our east coast shipyards. When the law was drawn up in the mid- 
thirties, there were good reasons for the 6-percent differential. At that time 
there were no shipbuilding or repair facilities on the west coast, and it was 
important for national defense to assure the continued existence of shipyards 
and skilled personnel on the Pacific coast. Because of the lack of steel produc- 
tion facilities in the West, shipbuilding costs were higher on the west coast, as 
costs were increased by a substantial freight bill on materials. 

The situation is now completely different. Steel producing capacity on the 
west coast has been expanded so that practically all of the material needed by 
the west coast shipbuilding industry is now obtained from west coust sources, 
Prices on the principal types of steel used in shipbuilding are slightly higher on 
the west coast than the east coast at some mills but at least one west coast mill 
quotes the same prices as the east coast suppliers. A great industrial develop- 
ment has been experienced in the West the past few years and manufacturing 
capacity built up which includes component parts necessary in shipbuilding in 
addition to steel. In addition, the shipbuilding industry has been built up dur- 
ing the years since the act of 1986, particularly during the World War II years, 
so that the differential is no longer required to secure shipbuilding facilities 
located on the west coast. 

Considering the defense needs, there are also several large naval shipyards 
on the west coast in addition to the private yards. It is questionable whether 
defense considerations would justify continuing to grant preferential treatment 
to the west coast private shipyards, which apparently have higher costs of con- 
struction, in order to place them in competitive position with lower cost ship- 
yards, keeping higher cost facilities in operation, thus perpetuating an uneco- 
nomic allocation of our resources. I am convinced that, on the basis of efficiency 
and other possible savings in operation of the west coast shipyards, including 
factors such as climatic conditions, the west coast yards are now able to com- 
pete successfully with the east coast yards without this 6-percent advantage 
they presently enjoy. 

As a matter of record, some west coast shipyards have submitted the low bids, 
and others have been among the three lowest bidders on a nationwide competi- 
tive bid basis, for contracts. Between October 1957 and June 30, 1959, two 
west coast shipyards submitted highest bids and the two other west coast ship- 
yards bidding were among the three lowest bidders on adjusted bids for ships 
of the Maritime Administration design C4-S-lq. During the same period 2 west 
coast shipyards were the lowest of 10 bidders (fixed price) for conversion of 
vessels of Maritime Administration design C4-S-lq. 

Another factor which should not be overlooked is the added cost to the tax- 
payers where ships which are granted Federal subsidies for construction are 
built at a high-cost yard, adding to the amount of Federal contributions. Should 
the cost of the vessel be such that the construction subsidy allowed will not 
absorb the entire additional cost to build under the provisions for awarding the 
contract to a west coast yard at not more than 6 percent over the lowest bid 
from the east coast, then the cost to the shipping company of the new vessel is 
increased. It does not seem equitable to saddle the owner and operator of the 
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merchant vessel with such an additional cost of construction, an added cost 
from which he receives no added benefit. 

In view of the changes which have occurred since the enactment of these 
provisions, the 6-percent differential has become unnecessary and unduly pref- 
erential to west coast shipyards. Section 502(d) of the Merchant Marine Act 
of 1936 should now be repealed, along with the portion of section 509 which 
grants preference to west coast construction in the matter of lower interest on 
construction for lines operating in domestic trade. This latter constitutes an 
undue preference granted to shipping companies on the west coast. 

With these facts in mind I hope this committee will file a favorable report on 
the bill and that the Congress will take favorable action during this present 
session. 

Mr. Tuompson. I want to thank the members of the subcommittee 
for being so cooperative in these hearings. I, frankly, have nothing 
but admiration for the way the west coast members are representing 
their people and I think we have had rather complete hearings from 
areas other than the west coast. 

The subcommittee will set hearings for the west coast shipyards at 
some date after Easter. I am not at this time informed as to when 
they will be here but they will be announced and I assure you that 
those witnesses will be accorded the same time and privileges that 
the other coast operators were afforded. 

I do thank you for being here and I want to compliment the in- 
dustry for having given us what I consider the most enlightened peo- 
ple from their plants to add to these hearings. 

Mr. Petty. That is what they call enlightened self-interest. 

Mr. THomreson. I think the enlightened self-interest would be the 
§-percent people from the west coast. 

I hope all of you will have a happy Easter, and the subcommittee 
stands adjourned. 

(Whereupon, at 12:40 p.m., the subcommittee adjourned, to recon- 
vene subject to the call of the Chair.) 














TO ELIMINATE PACIFIC COAST SHIPBUILDING COST 
DIFFERENTIAL 


MONDAY, JUNE 13, 1960 


House or REPRESENTATIVES, 
SvuBCOMMITTEE ON MercHant Marine AND FISHERIES 
OF THE COMMITTEE ON MercHant Martine AND FISHERIES, 
Washington, D.C. 
The subcommittee met, pursuant to notice, at 10 o’clock a.m., room 
219, Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 
Mr. Bonner. The committee will come to order. 
The committee will resume hearings on H.R. 8093 and similar and 
related bills. 
The first witness is the Honorable J. Arthur Younger. 
Congressman Younger? 


STATEMENT OF HON. J. ARTHUR YOUNGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Youncer. Gentlemen, thank you for the privilege of coming 
and adding what little I might add to this hearing. 

I am strongly in favor of the continuation of the 6-percent differ- 
ential for two very fundamental reasons; the latest figures I have seen 
on the cost of living show that the San Francisco area has the highest 
cost-of-living index in the country. We naturally cannot compete 
je the low-cost areas in the ship construction field due to that one 
act. 

The second fundamental reason, in my opinion, is that we must 
maintain ship construction on the west coast—and that was well dem- 
onstrated as to the need of it in the last World War—and if we do not 
maintain the skills on the west coast which allow this differential so 
that we can supply work to the shipbuilding skills on the coast, they 
simply will not be present if and when we need them. We do not 
know what time it will be that we will need them, but it is a protection 
we must have as a nation. 

_Icertainly strongly urge the committee to see to it that the differen- 
tial in the ship construction field, as far as the west coast is concerned, 
Is maintained. 

That is all I have, Mr. Chairman. 

Mr. Bonner. Thank you, Mr. Younger. 

The next witness is Mr. Robert Mayer. 
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STATEMENT OF ROBERT MAYER, TREASURER, WESTERN 
SHIPBUILDING ASSOCIATION 


Mr. Mayer. Mr. Chairman and members of the committee, I am the 
treasurer of the Western Shipbuilding Association and my only 
job here is try to outline for the committee the manner in’ which we 
have tried to organize the presentation of testimony by the various 
witnesses for the Western Shipbuilding Association. 

In order to try to conserve the time of the committee, we have taken 
our entire presentation and divided it up among our various witnesses, 
We have asked each of these witnesses to stay within the field of the 
subject assigned to him. 

Our first witness and our only witness this morning will be Mr. J. T. 
Gilbride, who is the president of the Todd Shipyards Corp. 

We understand the committee does not wish to meet tomorrow on 
this subject, and then on Wednesday we will have three witnesses who 
will discuss, first of all, the 6-percent differential as we believe it is 
related to national policy. That will be Mr. J. G. MeCurdy, who is 
the president of the Puget Sound Bridge & Dry Dock Co. of Seattle, 
Our second witness will be Mr. Earl M. Jennett, general manager of 
the Willamette Iron & Steel Co. in Portland. He will discuss the 
Navy policy as we believe it is related to the 6-percent differential. 

Our third witness will be Mr. Milton Fillius, Jr., who is the exeeu- 
tive vice president of the National Steel & Shipbuilding Co. in San 
Diego; he will try to cover the subject which we have called the present 
situation and future prospects for Pacific coast shipbuilding. 

On Thursday, the Pacific coast shipbuilding labor situation; we 
have asked Mr. Thomas A. Rotell, executive secretary and treasurer 
of the Pacific Coast District Metal Trades Council representing the 
various crafts to present that picture. 

Our final witness as now scheduled will summarize what the others 
have said very briefly and he will make the recommendations as far 
as the Western Shipbuilding Association is concerned, and that is 
Mr. Joseph A. Moore, Jr., who is president of the Moore Dry Dock Oo., 
which is in the San Francisco Bay area at Oakland. 

We feel that there probably will be one, and possibly two, of the 
larger ship supply organizations from the Pacific coast that may ask 
the committee for time, and if they do they would be here on Thursday. 

Our first witness is Mr. Gilbride, and that is all I have to contribute. 

Mr. Bonner. Mr. Mayer, who composes the Western Shipbuilders 
Association ? 

Mr. Mayer. The present members, as far as the major shipbuilding 
and drydock companies are concerned, are Puget Sound & Dry Dock 
Co., in Seattle: the Willamette Iron & Steel Co. in Portland; the 
Moore Dry Dock Co. and the Todd Shipyards Corp. 

In addition to those four major yard companies, there is a con- 
siderable number of marine supply people and various other organiza- 
tions and individuals who have a collateral interest in maintaining 
shipbuilding on the coast. 

Mr. Mitier. Mr. Chairman. 

Mr. Bonner. Mr. Miller. 

Mr. Mitter. I think it should be brought out that Todd operates 
in more than just the San Francisco Bay area. 
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Mr. Mayer. Yes, sir. Todd operates in the Pacific coast at Seattle, 
San Francisco, and Los Angeles. 

Mr. Mitier. It is a-stretch of the shipbuilding industry on the 
Pacific coast from Seattle to San Diego. 

Mr. Mayer. Yes, sir. 

The question was just asked as to whether National Steel was a mem- 
per. They are testifying but they are not a member as yet. It is 
being considered within that company and it is our hope that they 
will join. They have joined in our research which prepared the cost 
statement that Mr. Gilbride will present. 

Mr. Petty. Mr. Chairman ? 

Mr. Bonner. Mr. Pelly. 

Mr. Petty. I wonder if I could just ask Mr. Mayer if he would not 
care to express his gratitude to the chairman for allowing a postpone- 
ment so the various shipbuilding companies could do their research 
work and come up with definitive figures. 

I think that those of us interested in this are very grateful to the 
chairman for allowing a postponement. 

Mr. Mayer. Thank you, Mr. Pelly. 

That is an omission on my part. and I should have done so. 

We realize that we have probably asked for what might be con- 
sidered special treatment. However, it is our hope that when you see 
the cost statements we have prepared and the detail which we have 
attempted to go into that you will believe that we did have a large 
chore to do and that the time was justified. We would hope the com- 
mittee believes so and we are grateful for the time. 

Mr. Bonner. All right, sir. 

Mr. Gilbride? 


STATEMENT OF J. T. GILBRIDE, PRESIDENT, TODD SHIPYARDS 
CORP.; ACCOMPANIED BY ALBERT C. CORBIN, MANAGER, 
METHODS AND PROCEDURES, TODD SHIPYARDS, AND CHAIRMAN, 
INDUSTRY RESEARCH COMMITTEE, WESTERN SHIPBUILDING 
ASSOCIATION 


P Mr. Gitgripe. I am John T. Gilbride, president of Todd Shipyards 
orp. 

I appear before your committee to oppose H.R. 8093 and companion 
bills which would eliminate the 6 percent shipbuilding differential for 
the west coast shipyards presently provided by section 502(d) of the 
Merchant Marine Act of 1936 as amended. 

I wish to point out that the cost data contained in this statement 
has been developed by the joint efforts of the individual members of 
the Western Shipbuilding Tastatins and thus this statement to that 
extent can be considered as a presentation by substantially the entire 
west coast shipbuilding industry. 

Todd Shipyards Corp. at the present time operates eight shipyards, 
two on the east coast in the New York harbor area, three on the gulf 
coast at New Orleans, La.; Galveston, Tex.; and Houston, Tex.; and 
three on the west coast at Seattle, Wash.; San Francisco, Calif.; and 
Los Angeles, Calif. 

All our yards are actively engaged in ship repair and industrial 
work. In addition, at Houston a major activity is the construction of 
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barges, tow boats and marine oil drilling structures and at our Seattle 
and Los Angeles divisions extensive shipbuilding programs are jpn 

rogress. Our Seattle yard is building two DDG’s for the Navy 

epartment and our Los Angeles yard has contracts for the construe. 
tion of one DLG for the Navy, two commercial vessels for Moore-Me- 
Cormack Lines, Inc., and three commercial vessels for American Mail 
Lines, Inc. These latter five vessels are being constructed under the 
provisions of the Merchant Marine Act of 1936. 

During World War II, Todd Shipyards Corp., including its affii- 
ated and subsidiary companies, constructed 1,012 combat Navy auxil- 
iary and merchant ships at its various yards. We withdrew from 
shipbuilding activities at the end of the war because it was the con- 
sidered opinion of our company that our shipbuilding facilities, con- 
structed principally with a view of building ships in mass production 
for the emergency, could not compete on a commercial basis with the 
long-established shipbuilding yards, and, of course, at that time the 
then Maritime Commission—now the Federal Maritime Board—had 
not developed its shipbuilding replacement program under the Mer- 
chant Marine Act. 

Approximately 2 years ago the decision was made to reenter the 
shipbuilding field at our Seattle and Los Angeles divisions. It was 
our hope that we could obtain a modest share of the Navy shipbuild- 
ing program for these plants, in view of the Navy’s policy of allocat- 
ing its shipbuilding contracts. 

Also, with the development of the Federal Maritime Board of its 
long-range shipbuilding replacement program under the Merchant 
Marine Act, there were definite possibilities of obtaining contracts 
under this program, in view of the 6-percent differential and the 
Board’s policy of allocating work as permitted under section 502(f) 
of the Merchant Marine Act. 

We had no illusions 2 years ago, nor do we have today, that we can 
compete commercially at our Los Angeles division on an equal basis, 
costwise, with the eastern and gulf coast shipbuilding yards. 

I might add that we have already spent, or have allocated, approxi- 
mately $6 million in the last 2 years for shipbuilding facilities at our 
Los Angeles and Seattle divisions. 

However, I would like to make one comment with regard to the 
two Navy vessels being built at our Seattle yard. In neither case 
were we the low bidder; we were substantially higher than the other 
yards, but were allocated the work because of the Navy’s desire to 
help foster a shipbuilding industry on the west coast. The contract 
for the construction of the DLG in our Los Angeles plant was obtained 
on the same basis. As stated previously, we have contracts to con- 
struct five vessels at Los Angeles under the Federal Maritime Board 
program. Two of these vessels, for Moore-McCormack, were allo- 
cated to us by the Board under authority of section 502(f). This 
particular bid covered four vessels for Moore-McCormack ; two were 
awarded to the low bidder, Sun Shipbuilding, on a bid per vessel of 
$10,080,000, and two allocated to us on our bid per vessel of $10,650,000. 

Our contract for the construction of the three vessels for Ameri- 
can Mail Lines was awarded to us by virtue of the application of the 
6-percent differential as provided in section 502(d) of the act. The 
low bidder was Newport News, with a bid per vessel of $11,450,000. 
Our bid was $11,980,000 per vessel. 
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There have been statements made to this committee and statistics 
offered to support such statements that there is no necessity today of 
subsidizing California industry due to the rapid growth of that in- 
dustry during the last few years. I agree that if this was the purpose 
of the 6-percent differential, it should be abolished. I am not here to 
oppose H.R. 8093 on the grounds that California industry should 
be subsidized. The 6-percent differential was established, as I under- 
stand it, because it was the opinion of the defense experts of our 
country that a nucleus of a west coast shipbuilding industry was neces- 
sary for national defense purposes. Previous witnesses seem to be 
quite unanimous that a west coast shipbuilding industry is still highly 
desirable. Many, if not all, of the members of this committee appear 
to be of the same opinion. If this is so, then the principal problem 
before the committee is what is the best method to make this a fact 
rather than a theory. 

Our study of this problem leads us to only one conclusion: that in 
order to sustain a shipbuilding industry on the west coast some method 
of allocation based on either a percentage of total ships to be con- 
structed or by virtue of a cost differential in evaluating bids must be 
maintained. 

All the evidence points to this conclusion. 

During the period 1946 through 1959, 304 ships aggregating 
4,841,505 tons were constructed in shipyards in the United States for 
private account. These vessels were constructed on a strictly com- 
mercial basis without benefit of Government support under the Mer- 
chant Marine Act. Of these 304 vessels, only 12, representing 106,600 
tons, were constructed on the west coast, but of these 12 vessels 5 
were seagoing tankers built by Bethlehem at its San Francisco plant. 
It has been previously testified before your committee that these five 
vessels were allocated by Bethlehem to its San Francisco division as a 
result of pressure placed upon Bethlehem by the Federal Maritime 
Board. Consequently, if the Board had not taken action in this case, 
the west coast would have constructed only seven ferries and small 
coastal tankers representing 16,200 tons of ship construction. In 
other words, at the end of the war when the Government withdrew 
its support, the west coast shipbuilding industry became nonexistent 
for all practical purposes. Competitive conditions eliminated the 
west coast from the shipbuilding industry. Details of the commercial 
shipbuilding activities of this country from 1946 through 1959 will be 
found on schedule No. 1 and chart A accompanying this statement. 

Gentlemen, I believe this chart here rather graphically represents 
what I have just said, indicating that in a period from 1946 through 
1959, 2 percent of all of the vessels built were built on the west coast. 
This chart is also appended to my statement. 

(The chart referred to will be found on p. 200.) 

Another point which we desire to call to your attention, from Oc- 
tober 1957 through January 1960, the Federal Maritime Board by 
virtue of its authority under the Merchant Marine Act received bids 
for the construction of 38 vessels under its long-range ship-replace- 
ment program. In analyzing these bids, you will find that the low 
east and gulf coast bids aggregated $402,572,000, and the low bids by 
west coast shipyards aggregated $431,936,000. In other words, the 
low west coast bids were 7.29 percent higher than the east and gulf 
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coast bids. Why were the west coast bids higher than those from the 
other areas? Tousthere is only one answer—cost. 

It is true that in two instances west coast yards were the actual low 
bidders, but these are isolated cases. On one of these bids, the west 
coast yards withdrew its bid and forfeited its bid bond. The other 
low bid was that of National Steel for the construction of four 
Export Line vessels which it received on a fixed-price basis. 

A summary of the low bids for these 38 vessels is contained in 
schedule No. 2 that is appended to this statement, gentlemen. 

As I have stated previously, some method of allocation of ship- 
building contracts must be established if the Government feels it 
necessary to sustain a shipbuilding industry on the west coast. The 
present 6-percent differential is nothing more than a method of allo- 
eation and a very restrictive one at best. In the first place it applies 
to only 19 percent of the Maritime Board’s 15-year shipbuilding 
program, and in the second place it does not assure the west coast 
shipbuilding yards of any contracts. You are all familiar with the 
fact that the 6-percent cost differential applies only to ships to be 
operated from ports on the Pacific coast by owners whose principal 
place of business is located on the Pacific coast. 

We understand that the Maritime shipbuilding program contem- 
plates the construction of 294 ships, schedule 3 and chart B. Of this 
total, the 6-percent differential will apply in evaluating bids to only 
55, or approximately 19 percent of the program. Through January 
1, 1960, bids were obtained on 11 of these 55 ships. Of these 11, west 
coast shipyards were awarded 7 and east coast shipyards 4. 

I believe this chart graphically demonstrates that position. 

If it is determined by this committee and by Congress that the 
coast differential method is the proper one of allocation, then the 
question must be resolved, “How much of a differential is necessary 
to effectuate the policy of sustaining a west coast shipbuilding indus- 
try?” On this point, we would like to submit for your consideration 
the data we have developed in our study of shipbuilding costs. 

I know we are all quite familiar with the fact that thera are two 
important elements in shipbuilding costs—material and labor, 

In connection with material costs, we show on schedule No. 4 and 
chart C the principal categories of materials that go into the con- 
struction of a ship. This schedule shows the percentage of each cate- 
gory to the total, the cost differential of each category between west 
coast and east coast yards, and the weighted average cost differential 
of each category. Thus, by this method, a reliable material cost 
differential of 6.76 percent can be established. 

Those cost differential percentages for the individual category have 
been determined after a comparison of prices paid on the west coast 
with prices on the east coast. Due to the fact that we have extensive 
purchasing experiences and facilities on both coasts, we feel that we 
are in a unique position to develop this comparison. 

There has been considerable testimony before this committee with 
regard to steel costs and much has been made of the fact that the 
west coast now has steel mills that did not exist when the original 
legislation was passed in 1936. This fact has been used to support 
the contention that there is at the present time a relatively small cost 
differential for steel plates and shapes. In fact, the presentation 
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made on behalf of the Atlantic, Gulf & Great Lakes Association 
indicates the differential of the overall cost is only twelve-one-hun- 
dredths of 1 percent. In developing this insignificant differential, 
they used the delivered price of steel from Geneva to Los Angeles, 
compared with the delivered price of steel from Pittsburgh to New- 

rt News. This comparison does not result in the true cost differ- 
ential. We submit that in order to determine a true differential, costs 
from the closest adequate source must be used. In addition, proper 
consideration must be given to the fact that the two west coast steel 
mills—United States Steel at Geneva and Kaiser Steel at Fontana— 
do not produce all the types of steelplate and shapes required in the 
construction of a ship. Consequently, these items must still be pur- 
chased from eastern mills. Our experience at Los Angeles on the 
Moore McCormack ships shows that we had to buy 5 percent of our 
steel plates and 45 percent of our steel shapes from eastern sources. 

Our study discloses that there is a cost differential on steel plates 
and shapes of 13 percent. The method used in arriving at this 13 
percent is shown on schedule 4-a. By referring to schedule 4~a, you 
will note that the weighted average of the delivered price of steel 

roducts to east coast yards is $5.68 per hundredweight compared to 
6.39 on the west coast—a cost differential of 13 percent. This re- 
sults in extra costs to west coast yards of approximately $70,000 per 
ship. 

Much has been made by previous witnesses of the fact that many 
items of material are no more costly on the west coast than on the 
east coast. We do not deny this. In fact, such items represent 27 
percent of material costs. However, on other items of machinery or 
equipment representing some 25 percent of total material costs, the 
differential averages 5 percent. Previous witnesses before the com- 
mittee have called attention to the items on which no differential 
exists, but have failed to mention the great number of items on which 
there is a substantial differential. 

We feel that certain statements made on behalf of Sun Shipbuild- 
ing during the course of testimony before the committee require fur- 
ther explanation. Sun is the lead yard in the construction of seven 
Moore McCormack ships, five of which are being constructed by Sun 
and two at Todd’s Los Angeles plant. It is not an uncommon prac- 
tice for a lead yard to purchase major items of equipment for the 
other yards in the program. We entered into such an arrangement 
with Sun for the joint advantage of all parties concerned, including 
the ultimate owners of the vessels. 

Under this arrangement Sun purchased some major items of equip- 
ment for each of our ships at a total cost per ship of $1,644,204. This 
is the same price paid by Sun. However, shila this arrangement, 
Sun also purchased additional equipment items at a cost to Todd of 
$1,076,343. The comparable cost to Sun on these items was 
$1,035,188—a differential of 4 percent. 

Under this joint purchasing arrangement it was necessary for 
each company to review the others’ material estimate to assure that 
orders would not be placed at prices in excess of what each company 
considered reasonable. We are at a loss to understand the state- 
ment made before this committee that our material estimate was 
almost identical with that of Sun’s as the figures in our files indicate 
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that our material estimate was approximately 9 percent higher than 
Sun’s. 

With regard to other categories of material, there is a 14-percent 
differential on other steel products such as pipe welding rod, pipe 
fittings, nuts bolts, ete., a 10-percent price differential on electrical] 
items, a 10-percent differential on insulation, refrigeration, etc., and a 
12-percent differential on other miscellaneous materials, such as paints 
gaskets, and items of that nature. 

Reference has been made previously to the fact that west coast yards 
have an advantage in the purchase of lumber. We acknowledge this 
but must add that while there is an 18-percent differential in favor 
of the west coast, lumber represents only one-half of 1 percent of the 
total cost of materials. 

I do not feel justified in taking the time of the committee to comment 
in detail on the exhibits previously submitted by the Atlantic, Gulf, 
& Great Lake Shipbuilding Association, but I do feel it necessary to 
briefly touch on the data shown on some of these exhibits. } 

With respect to exhibit 11, steering gear equipment is shown as 2 
percent cheaper on the west coast than on the east coast. Actually, 
there is no differential. Lumber is shown as 28 percent cheaper. ‘A 
more realistic differential is 18 percent. Deck machinery is shown 
as 4.4 percent cheaper. There is no differential. The following class 
of materials is shown as having the same price on both coasts, but the 
facts are cost differentials exist in favor of the east coast : Piping mate- 
rials, electric cable, pumps, coolers, and heaters. 

Much has been made in previous testimony that Western Gear 
Corp., Seattle, Wash., offers better prices than its eastern competitors; 
however, the east coast yards receive the same delivered price from 
this company as west coast yards. The latter have no price advantage. 

Exhibit 8 submitted by the Atlantic, Gulf & Great Lake Shipbuild- 
ing Association shows copies of letters from Westinghouse and Gen- 
eral Electric in an effort to prove that equipment purchased and 
shipped on a freight-allowed basis has the same delivered price on all 
three coasts. While prices from Westinghouse and General Electric 
are equalized in most instances, such is not always the case. Further- 
more, some of the equipment purchased from these companies is 
shipped by them to eastern suppliers of the shipyard for incorpora- 
tion with other equipment. Freight is only allowed by Westinghouse 
and General Electric to the other eastern supplier and the shipyard 
must pay the freight from that point. 

The pricing policy of other suppliers is not as uniform as Westing- 
house and General Electric. For example, under the purchasing ar- 
rangement previously mentioned with Sun hatch covers and car 
ports were purchased from National U.S. Radiator Corp., on a freight 
allowed basis; however, the price to our Los Angeles division was 
$352,979 and to Sun $333,945, a differential of some 6 percent. 

We believe that any objective study will disclose that there is a sub- 
stantial material cost differential adverse to the west coast yards and 
that this differential would be approximately 7 percent. 

Labor is the other principal cost item. 

There are many intangible factors in determining true labor costs 
such as experience of the labor force, weather conditions, working con- 
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ditions, etc. But—in our study of comparative labor costs, we have 
ignored these intangible fac tors and have confined ourselves to weigh- 
ing the cost per hour of a production force, using a realistic mix of 
Jeadermen, mechanics, helpers, and laborers. On this basis, in east 
coast. yards, the indicated average labor cost. per hour is $9'67 com- 
pared “with $2.87 on the west coast—a cost differential of 7.5 percent. 
The details showi ing this computation are contained in schedule 5. 

This differential is corroborated by other available statistics and 
information. 

In addition, the data compiled by the Department of Labor support 
the position of a substantial differential against the west coast. This 
data indicates that the Atlantic coast yards have a favorable differen- 
tial of 8.7 percent, gulf coast 12.2 ‘percent, and Great Lakes 18.7 
percent. 

This is the composite rate of the straight time earnings. According 
tothe Department. of Labor it is $2.86 for the west coast, $2.63 for the 
Atlantic coast, $2.55 for the gulf coast, and $2.41 for the Great Lakes. 

Previous testimony as to labor rates paid on the east coast and west 
coast indicates that mechanics’ rates on the several coasts are quite 
comparable. This is true. However, this ignores the substantial dif- 
ference in the rates paid helpers and laborers who represent approxi- 
mately 30 percent of the labor force. At five representative east coast 

yards, the helpers rate averages $2.20 per hour, and the laborers’ rate 

$2.07 per hour. Laborers and helpers on the west coast receive the 
same rate of $2.55 per hour. The differential on the gulf coast is even 
greater. 

To arrive at an overall cost differential, the individual differentials 
for material and labor must be weighed. Of ship construction costs, 
approximately 41 percent represents labor and approximately 59 per- 
cent materials. Thus, weighing overall costs on this basis by using a 
material cost differential of 6.76 percent and a labor cost differential 
of 7.5 percent, results in a weighted overall cost differential of 7.06 
percent. 

In concluding my statement, I would like to emphasize that it is our 
sincere belief that west coast shipy ards cannot compete costwise with 
Atlantic, gulf, or Great Lakes yards, and that without some form of 
allocation program, the shipbuilding industry on the west coast will 
again cease to exist as it did at the conclusion of World War II. 








200 PACIFIC COAST SHIPBUILDING 


CHART A 


MILLIONS TOTAL SHIP CONSTRUCTION CONTRACTS AWARDED 


ios TO PRIVATE U. S. SHIPYARDS 1946-1959 INCLUSIVE 
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COMMERCIAL CONTRACTS (NO GOV'T PARTICIPATION) 
AWARDED TO PRIVATE U. S. SHIPYARDS 
1946-1959 INCLUSIVE 












TOTAL 
304 SHIPS 
4,842,000 SOURCE: 
7 TABLES 2 AND 4 - 
EAST COAST ANNUAL REPORTS - 
235 SHIPS SHIPBUILDERS COUNCIL 
4,224,000 
TONS (87%) : 
‘ 
| 
GULF COAST 
31 SHIPS 
191,000 
TONS (4%) WEST COAST 
12 SHIPS 
GREAT LAKES 107,000 
26 SHIPS ai 
320,000 TONS (2%) 
TONS (7%) 
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ScHEDULE 1—Summary of all vessels contracted for in private U.S. shipyards, 


Shipyards 


East coast yards: 
General Dynamics- 
Bethlehem-Quincy 

Staten Island 

Sparrows Point 
New York Ship- 
Newport News 
Maryland Dry Dock 
Oer.....i..-.- 


Total. ....- i ociaa 


Gulf coast yards: 
| SRE Ta —— 
Avondale____ 
Other 


TO cic aacistee kiddie béeutse 
Great Lakes yards: 
American Ship Building Co 
Christy Corp____-- ; 
Great Lakes Engineering 
] eae 
Manatowac.----__- 


OGRE... veadednc tne Rékcsedalalica 


West coast yards: 
Puget Sound Bridge & Dredging 
Todd-Seattle _- 
Todd-Los Angeles_. 


Moore Dry Dock.._._-_-- 
National Steel___ 


Albina Engine & Machine Works. __| 


Source: Tables 2 and 4, Shipbuilders Council annual reports. 
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ScHEDULE 2.—Summary of bids received by FMB, October 1957—January 1960 


Low bid (adjusted 





Num- | price basis) 
Bidder Operator ber Awarded |___ = po erage aca 
ships | amount | 
| Overall | West 
| coast 
West coast | Thousands) Thousands| Thousands 
Todd Shipyards... -___-- _.....-.| Moore Mae 2| 1$21,300! $20, 160 $21, 300 
National Steel 4 7 Export_- 2 1 22, 165 | 21, 686 22, 165 
Bethlehem-San Francisco ee eS 2 1 29, 138 29, 138 | 29, 278 
National Steel...........-- ...| Export. 4 2 43, 580 40, 978 | 41, 726 
Todd Shipyards-__- wee e ; A.M.L- 3 3 35, 940 34, 350 | 35, 940 
Bethlehem-San Franciseo__..._._- x Pur sices..< 2 3 26, 828 | 26, 316 | 26, 828 
EE Jetew awn onan’ eet aacaatee | 15} 178,951 | 172,628 77, 237 
East coast: | | 
ee eee _._.-.| Moore Mae 2 20, 160 20, 160 21, 300 
New York Ship scnecait Export______| 9 21, 686 21, 686 | 22, 165 
tite. cclwee«s as Moore Mac 3 29, 973 29, 973 31, 437 
Bethlehem ; . | Lykes | 4 36, 688 | 36, 688 | 42, 432 
Newport News-- Matkicnnitha .| States S/S___| 4 44, 539 | 44, 539 | 49, 025 
aie 
IR clark. ii dacntall accede ionamin eae eee | 15 153, 046 | 153, 046 | 166, 359 
Gulf coast: 
Ingalls- - - vine Macueticceb teers | Lykes____._-} 5 | 48, 125 48, 125 55, 085 
Avondale. ...........- smliae nna : | Mississippi-| 3 | 28, 773 | 28, 773 33, 255 
_—$— | $$ — | —_____}—_ 
Rc i ee 8 76, 898 76, 898 | 88, 340 
ead Saat Wut Gobet. ou. = sc Os a Pe 23 | 229,944 | 229,944 
otal, alpidis.. doc Sena eee a en | 38| 408,895 | 402, 572 | 











1 Awarded on 502(f) Merchant Marine Act of 1936. 
2? Awarded on basis of fixed price bid. 
3 Awarded on 502(d) Merchant Marine Act of 1936. 


NotE.—Differential between west coast and overall low bids, 7.29 percent. 
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RANGE REPLACEMENT PROGRAM 
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ScHEDULE 3.—Summary of Federal Maritime Board ship replacement program, 


[As of Jan. 1, 1960] 


—— SSS sssssssssetsspsssossenusnsisstnatistenseeansusnssssssmes 


—_—_—__— 


American Export Lines, Inc 
American Mail Line, Ltd 


Grace Lines, Inc................ 
Gulf & South American SS Co., Ine 


Lykes Bros. SS Co., Ine 


Mississippi Shipping Co., Ine____________ 
Moore MacCormack Lines, Inc___ ean 
The Oceanic Steamship Co. (Matson)-__- 
Pacific Far East Lines, Ine Dae 


States Steamship Co-__- 


United States Lines, Inc..............._____- 


Teel. ccs pi eigin a elie apd die Seek e 


Total 
number 
ships 


| 








Estimated | Ships 
cost (in | awarded 
millions) through Jan. 

31, 1960 
$436. 2 | 8 
128.0 | 3 
617.4 | 2 
eg ee ee 
CRE Ehicticccanteng 
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166. 4 | 3 
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SCHEDULE 4.—Material cost differential 














Percent of Percent of | Weighted 
material cost percentage 
cost differential 

i iam rreneneegceeeerenas - er (lipantialdty pediment —-| anne 

1. Steel plates and shapes (see schedule 4a) 14.0 13 | 1. 82 
2, Machinery, equipment and other items without differential 27.0 | 
3. Machinery and equipment items with differential 25.0 5 1.25 

4. Other steel products—welding rod, pipe, pipe fittings, 

nuts, bolts, etc aa bard feta ol 6.0 | 14 | . 84 

5, Electrical cable, fittings, and supplies ; 5.0 10 | . 50 
6. Insulation, lagging, refrigeration, joiner and deck covering 13.0 | 10 | 1. 30 
7. Lumber | 5 (18) | (. 09) 
8, Other materials een 9.5 12 | 1.14 
Total percentage s Pieri awa” We 61-205 i 6. 76 


SCHEDULE 4a.—Steel cost differential 
East coast: 


Plates—Base price per hundredweight______________________--__-. $5. 30 


Freight rates per hundredweight from nearest available adequate 
source to Bethlehem Sparrows Point, Md., mill to: 








Patna Geer Cae ore ee eee nen $0. 60 
Bo Crier ih, Fa, ee Ci i tbe atucalines _ 
New York Shipbuilding Corp. (Camden, N.J.).--_-.-------- . 24 ‘ 
Sun Shipbuilding & Dry Dock Corp. (Chester, Pa.)-.-------~ 22 - 
Maryland Dry Dock (Baltimore, Md.) — ~~~~.....~.~..-.- . O85 2 
Newport News Shipbuilding Corp. (Newport News, Va.)----~- 41 
Lukens Steel Corp. Mill at Coatesville, Pa., to: 2 
NOW SOPE BOIDOOMGINE COPD 68 ccc eedencncemamen tips .16 . 
gt ee, Se eS ee Ta, EA RL AR 8 -33 
pg BB. Bo ge eee eae - 20 
NOW News earwamee COME 8 econo nnwe - 37 
Colorado Fuel & Iron Corp. Mill at Claymont, Del., to: 
\ SRR re oc ac ct eg ag ces nine Oop psocncenneae aan 
Gam Bainwuireir Core fot is a Se ei ee eb . 095 
Tm Oe. Te Te teal » 20 
Newport News Shipbuilding Corp___._...._-_-_ .......-.. . 36 
Averasge.of shove Tat LAROG 6c cnn. ccc deees detnekadt ee . 24 
| Averene. delivered: price of piétess ic) iid te a 5. 54 
Shapes—Base price per hundredweight_............-..~ eel ce 5. 55 


Freight rates per hundredweight from nearest available adequate 
source Bethlehem, Pa., mill to: 











Betiichem  Ouiney: (ine) x. oii is ae Lee $0. 75 
BOtalenem BOSrrows Pome COG: ) oc ese inak. bo . 49 
New York Shipbuilding Corp. (Camden, N.J.)-------------- - 31 
Sun. Shipbuilding. Coro... (Chester, Pa.) 246.11 enn eens . 34 
Maryland Dry Dock (Baltimore, Md.) ................... . 49 
Newport News Shipbuilding Corp. (Newport News, Va.)---~- ota 
Be ea ee ere ee ee eee ae ee eee . 52 
Average. delivereé price of . GPRD iiscdne te heen ddcoegis deed 6. 07 
Weighted average of delivered steel: it 
Plates—Assumed to be 75 percent of total steel average delivered price 
SO Us TCR he Fe a eer ies cog aca iaes ome se ea ae 
Shapes—Assumed to be 25 percent of total steel average delivered price 
FOE TR IP. LOCI es gins Saati an nteinictiencnbiaieaon eased Adamiaeaieiasciddoreateantciane Bane 1. 52 
Total weighted average delivered price of steel____________-____-__- 5. 68 
West coast: “th 
Plates : 
(a) Obtained from west coast mills: 
Te a? | ae es ae ae $5. 30 
Freight from United States Steel—Geneva, Utah, to San 
Diego, Los Angeles, San Francisco___.__-___.--...--- - 85 
Delivered cost of plates from west coast mills_..._ _ 16.15 
(b) Obtained from eastern mills: _- 
Base price: per hundredweight........ss.8...-.1.. 5. 30 
Freight (50 percent rail-water—50 percent all rail) _.__-_ 2. 02 
Delivered cost of plates from eastern mills_______-__-~ 7. 32 
(c) Weighted average delivered cost of plates: "Eg 
95 percent from western mills ( X $6.15)_-.-.______-___ 5. 84 
5 percent from eastern mills ( X $7.32) --..---._-_-__-__ ~3t 
Weighted average delivered cost of plates_.__.___.____________ 6. 21 


| See footnote at end of table, p. 208. 
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SCHEDULE 4a.—Steel cost differential—Continued 


West coast—Continued 


Shapes: 
(a) Obtained from west coast mills: 
ee (LOEIOe DOr RENEING WOE. ccm econ ewes eens $5. 50 
Freight from United States Steel—Geneva, Utah, to San 
Diego, Los Angeles, San Franciseo__________-------~_~ . 85 
Fact alr a rae rtwee sites dp nn siniessae ineesen irene agian 1 $6. 85 
(b) Obtained from eastern mills: be ar 
pees ries per humeree weet... i506. 8 cn enaee $5. 55 
Freight 50 percent rail-water—50 percent all rail_______ 2. 02 
CI a cesses rained ices alge tg cites 0h at tote ct thle on io his pinnate 7. 57 
(c) Weighted average delivered cost of shapes: Ear. 
55 percent from west coast mills ( x 7 a $3. 49 
45 percent from eastern mills ( X $7.57)_-------------~--- 3. 41 
Weighted average delivered cost of shapes____-_--------- ~~ 6. 90 





Weighted average delivered price of steel : 
Plates—Assumed to be 75 percent of total steel average delivered price 





chi ies tinaseiioa ordtnmam cee int atin 4. 66 
Shapes—Assumed to be 25 percent of total steel average delivered price 

Ne en) I os crs wx Ghanian anieiieinrareh in Mike ime onhege 2 enen erence bie na mance 1. 73 

Total weighted average delivered price of steel__..__.----____----__ 6.39 

Steel cost differential : ed 

West coast weighted average delivered price_........____..-__________ 6. 39 

East coast weighted average delivered price____________--_--___---___ 5. 68 

Cont @iteren@iat por-hendredweignt.. <<. e cen ee pe mmsedcnadeknceen 71 

Im POI» ORI UN cr ne se nn renee peapeeieeann ane damemnecnies 13 


1 Same delivered price from Kaiser’s Fontana mill. 


Gentlemen, this concludes my formal remarks. Thank you for 
your patience. My associates and I will endeavor to answer any ques- 
tions you may care to ask. 

Mr. Bonner. I notice you did not comment on the testimony of Mr. 
Morse, when he was Chairman of Maritime. He said the differential 
went approximately 4 percent. This committee has depended on the 
Maritime Board’s cost on operation and construction subsidies hereto- 
fore. How did it happen you did not comment? You saw the 
testimony ? 

Mr. Gitpripe. Yes. I did not know the basis of Mr. Morse’s com- 
putation, whether it included labor and material, or just how he ar- 
rived at it. We certainly feel, from the study we have made, that it 
is not an accurate percentage. 

Mr. Bonner. That is what we have depended on with respect to 
construction differential subsidy and operating subsidy. 

Mr. Gireriwr. If I might suggest this, Mr. Chairman, if it were 
a to appoint an accounting body or any independent body to 
ook into these computations and ‘the basis thereof, it might overcome 
the conflicting testimony of Mr. Morse, of the Atlantic, Gulf & Great 
Lakes Association, and of our association. 

Mr. Bonner. Mr. Tollefson. 

Mr. Toiiterson. With respect to Mr. Morse’s testimony, I have 
asked counsel to get the printed hearings so that I can see exactly 
what he said. As I rec all, I believe he ‘said that he did not make a 
flat statement but ventured an opinion, which he asked not to be held 
to until he and his people down at the Maritime could look into the 
matter further. I want to check the record to make certain that is 
what he said. 
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I wish you would go back to your charts. I would like to start 
with your first chart. I do not know whether all my colleagues can 
read the printing. Can somebody just point out the meaning of the 
charts and the indications as to amount of ship construction? What 
is that first column on the left, “All costs” ? 

Mr. Gitprive. The first column is total ship construction contracts 
awarded to private U.S. shipyards 1946 through 1959. It shows a 
total of 556 ships, 6,716,000 tons. Of that, the east coast shipyards 
built 82 percent or 391 ships. The gulf coast yards built 80 ships 
totaling 8 percent. Great Lakes yards built 41 ships totaling 5 per- 
cent, and the west coast yards built 44 ships totaling 5 percent. 

Mr. Totterson. Then the other 

Mr. Giueripe. The other chart is the commercial contracts without 
Government participation awarded to private U.S. yards. In that 
particular instance 304 ships were built. The east coast built 87 per- 
cent, gulf coast 4 percent, Great Lakes 7 percent, and west coast 2 
percent, pointing out that without Government help, without some 
form of help from the Government, certainly the west coast ship- 
building industry will not exist. 

Mr. ‘Totterson. Are the No, 2 chart figures included in the No. 1 
chart ? 

Mr. Girprive. Yes, sir; they are. 

Mr. Totierson. So that it is evident from the chart that the bulk 
of the shipbuilding has been with Government participation ? 

Mr. Gitpripe. Yes, the bulk of it has been in the East, and the par- 
ticipation of the West can only be with Government help. Certainly, 
commercially it indicates, too, that the west coast cannot compete. 

Mr. Maitui1arp. Will the gentleman yield ? 

Mr. Totierson. Yes. 

Mr. Marurarp. Would this include Navy contracts to private 
shipyards ? 

Mr. Gripripe. Yes; it does. The one on the left does, and the one 
on the right does not. 

Mr. Marurarp. Thank you. 

Mr. Totiterson. Mr. Chairman, I do not know how you wish to 
proceed with respect to the charts. It may be some of the other 
members would like to question the witness with respect to each 
chart as it comes up. 

Mr. Bonner. I do not desire to question him. I accept what he 
has said in description of the charts in the general statement. You 
did describe them ; did you not ? 

Mr. Gitpripe. Yes. 

Mr. Bonner. I can tell what they were as you described them. 

Mr. Totterson. I would like to look at the next chart, if I may. 
Explain that chart, please. 

Mr. Gitpripe. This points out, Mr. Tollefson, that this matter we 
are considering today, the 6-percent differential, applies to a very 
small part of the overall program. 

As an example, it shows that so far seven vessels have been awarded 
to the west coast by virtue of this program and four to the east coast. 
It also points out that only 55 vessels in the overall would come under 
the 6-percent differential. 
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Extending that over the life of the ship-replacement program for 
the next 15 or some years, assuming that the west coast received all 
of the vessels under the 6-percent differential, that would only be 
three vessels per year for the west coast industry, which could hardly 
sustain the industry. 

Mr. Totierson. Of the balance of the 55 ships? 

Mr. Grueripe. Yes; that is the balance of the 44. 

Mr. ToutiErson. Balance of the 44? 

Mr. Guprie. Yes, sir. 

Mr. Totterson. I think you said in your testimony that through 
January 1960 bids were obtained on 11 of the 55 ships that would le 
affected by the 6-percent differential; the west coast yards got 7 and 
the east coast shipyards got 4. 

Mr. Girprive. That is right. 

Mr. Totierson. On that basis, if the same pattern follows, the 
6-percent differential applying only to 55 ships, there is no assurance 
you would get all. 

Mr. Gitsrme. No. Thirty-five percent of the first 11 have been 
awarded to the east coast. 

Mr. Totierson. I would like to look at another chart, chart C, 
Could you explain that a little more in detail for me? 

Mr. Gierive. I will try, sir. This represents the category per- 
centage breakdown of material cost. It breaks it down by the various 
types of material going into the construction of a vessel. The source 
of this is the Western Shipbuilding Association records, our own 
records. You will recall we have considerable background to com- 
pile such records because we built over 1,000 vessels in our company 
on both the east, south, and west coasts. We are in a reasonably 
good position to document this chart here. 

It points out that, contrary to previous testimony, the differential in 
favor of the steel for the east coast is 13 percent, which is quite sub- 
stantial. That represents 14 percent of the overall material which 
goes into a vessel. 

Of course, this would then follow in the other steel products, quite 
naturally. That represents 6 percent of the overall, and that differ- 
ential is 14 percent. Electrical items, et cetera, 10 percent. Miscel- 
laneous—there are, you might say, shelf items you would require in 
the shipbuilding program, such as bolts, nuts, gaskets, possibly paint, 
things of that nature—12 percent. 

Lagging, joiner, refrigeration, 13 percent. Machinery, equipment, 
5 percent. Remainder is 27 percent of all material and there is no 
differential. Lumber much has been made of, a differential of 18 
percent, but that is one-half of 1 percent of the overall material going 
into a vessel, which is our analysis of the amount of material required. 

Mr. Totierson. Of the baseline that indicates cost differential above 
east coast cost ? 

Mr. Gripripe. Yes. 

Mr. Totierson. The east coast costs are that line on the bottom? 

Mr. Gitpripe. That is correct. 

Mr. Totierson. Only one item that goes below and that is lumber? 

Mr. Griusrwe. That is right. 

Mr. Totierson. The width of the blocks indicates the percentage 
of material costs? 





| 
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Mr. Giuprive. To the hundred percent, the overall. The line for 
lumber has not purposely been put that way. It should go consider- 
ably beyond the chart, but we could not get large enough charts. 

Mr. Martiiarp. Would the gentleman yield ? 

Mr. TotteFson. Yes. 

Mr. Mariiiarp. You use east coast. Is that a term that includes the 
gulf coast ¢ 

Mr. Giisripe. No. 

Mr. Marturarp. You have just taken an average of all the east 
coast yards? 

Mr. Girpripe. Yes; we confined it strictly to comparison between 
west coast and east coast yards. 

Mr. Marurarp. In fact, if you made a similar chart for the gulf 
coast, have you any idea what happens then? 

Mr. Giteripe. I think it would vary. They in many cases might 
pay more than the east coast, being farther away from the sources. 
However, as a comment which I know some of our southern friends 
will not appreciate, I think it would be more than made up by the 
lower labor rates in the South. 

Mr. Martiuiarb. Thank you. 

Mr. Bonner. Here is the report of the Department of Commerce 
dated June 13. I am quoting from the letter, paragraph 3 on page 2: 

Our review, we believe, justifies the conclusion that the average differential 
at the present time is approximately 4 percent. With continuing development 
of heavy industry in the Western States, there may well be a tendency to reduce 
further the cost of differential between the two areas. 

This is signed by Under Secretary of Commerce Philip A. Ray. I 
had expected some comment on this. With the Pacific coast gaining 
in all types of business and development, naturally it is expected, 
as this conclusion of this paragraph states, that there will be a tend- 
ency to reduce further cost of differential between the two areas, 
I would think if the competition is as great as has been set forth, 
there must be a leveling off of costs. Your country has developed a 
great deal. 

Mr. Gitpripe. We must take issue with that 4 percent. 

The Cuarrman. I am not taking issue. I am just asking you why 
you did not comment on it because we heretofore depended quite a 
lot on the Maritime Board and the Maritime Administration. Of 
course, they go to great expense to bring to this committee informa- 
tion as to construction costs, differential construction costs, between 
foreign and domestic construction. We have depended on them a 
great deal. We have a string of witnesses here and we had better 
hear the witnesses or the first thing we know the week will be up. 

Mr. Totxierson. I would like to read into the record what Mr. 
Morse actually said. He responded to a question I put to him, and 
his answer was: 


Our preliminary views are that it is in the neighborhood of 4 percent, but we 
do desire to obtain additional information from other sources, for example, 
the Shipbuilders’ Council. Bethlehem itself would be in an excellent position 
to establish costs on both coasts. There may be other witnesses who would 
have accurate testimony that would be available. We would like to review 
that testimony before finalizing our thinking, but our present thinking is ap- 
proximately 4 percent. 
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That indieates that at that time Mr. Morse had not finalized his 
thinking with respect to what he thought the differential was. 

Mr. Mirer. Would the gentleman yield ? 

Mr. Totierson. Yes. 

Mr. Mixer. Mr. Tollefson has yielded to me. You have read part 
of this statement, just the last part of it. 

Mr. Bonner. The whole letter will be put in the record. 

Mr. Mriuier. But for the sake of those present I think if you read 
the whole paragraph, he starts out: 

Our review was made on a broad basis involving the two main factors in cost 
differential; that is, differences in material costs and labor costs. The differ- 
ences in material costs are primarily due to differences in transportation costs, 
Then he goes on to say they may vary from yard to yard. The whole 
thing is an educated guess. He does not say definitely it is 4 percent, 
or this letter does not say it is 4 percent. It says it is approximately 
4 percent. But I think the number of imponderables that go into it 
make it impossible to put much faith in the 4 percent. I imagine 
that is why Mr. Gilbride did not touch on it. 

Mr. Bonner. I was letting him answer that. I just read this con- 
cluding sentence. I am not trying to influence this proposition either 
one way or the other. This letter will be included in the record at 
the conclusion of Mr. Gilbride’s testimony. 

Mr. Giieripe. Since that statement the Maritime people have been 
in our yard checking cost data, which we are only too happy to make 
available to them. This might answer this question. I do again 
revert to the comment I made before. I would like to submit for your 
consideration the appointment of a group to check these conflicting 
statements. We can document what I have said here today. I cer- 
tainly could not afford to appear before you as president of a national 
company and take this position unless we had documentation to sup- 
port it. 

Mr. Bonner. I am not questioning your statement here at all. 

Mr. Giipripe. I know you are not, Mr. Bonner. I submit this for 
the general information of the committee. On our material costs we 
have taken purchase orders from the east and from the west and put 
down prices, including freight, and we come up with this differential. 
This we would be only too happy to make part of this testimony or 
turn it over to any group that would check into it. 

Mr. ToxrEerson. The data as to material costs is available to you 
on both coasts because you have yards on both the East and West 
Coasts; is that right ? 

Mr. Gitpripe. That is right. 

Mr. Mituer. If the gentleman will yield, this gentleman is in an 
enviable position to give us that information because of that very 
fact. He certainly is playing both ends against the middle because 
he has operations on the east coast and operations on the west coast. 

Mr. Asniry. Not shipbuilding. 

Mr. Gitprive. Yes. 

Mr. Asutry. You build ships on the east coast, too? 

Mr. Giupripr. We are presently building small craft in Houston. 

Mr. Mituer. They are capable of building big ships out there. 

Mr. Gitpripr. During the war, Mr. Ashley, we built in New Eng- 
land and we built in Houston. In fact, I think the numbers were 
equal between both. 
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Mr. Asuupy. I thought I heard you say in your statement you had 
gotten out of the shipbuilding. 

Mr. Gitprive. I was talking about prior to our reentry. 

Mr. Totzerson. I have nothing further, Mr. Chairman. 

Mr. Asutery. I have some questions. 

Mr. Bonner. Mr. Ashley. 

Mr. Asuxpy. Is there ever a situation where your east coast yards 
will bid against your west coast yards? 

Mr. Gitpripe. No, we have no such situations. 

Mr. Asuuey. I am interested in these costs. It seems a little strange 
with about 25 cents out of every procurement dollar going to Cali- 
fornia that there could be these differentials in fairly basic industries. 

Mr. Giteriwwe. They exist, Mr. Ashley, in our industry. They are 
supported by the Department of Labor statistics, _ i aly ; 

Mr. Asuitey. Was your decision to reopen shipbuilding yards in 
California—where ts the other ? 

Mr. Gitpripe. Los Angeles and Seattle. 

Mr. Asuiey. Was that based on the fact that there was under the 
law a 6-percent differential ? 

Mr. Gitpripe. It was. It was based on the fact that. this 6 percent 
existed, that work could be allocated, and that the Navy Department 
followed the policy of allocation. Both of these yards in Los Angeles 
and Seattle from a defense mobilization viewpoint have very exten- 
sive programs. They are combination building yards, and it seemed 
to be a prudent move by virtue of having this help for us to get back 
into the shipbuilding industry. 

Besides, | might mention that there was certainly strong encourage- 
ment by Government officials for us to get back into shipbuilding in 
California from a defense viewpoint. 

Mr. Miuimr. If the gentleman would yield, did the Navy encourage 
you to get back into the shipbuilding ? 

Mr. Ginpripg, Yes. 

Mr. Minter. As part of the standby defense mobilization program ? 

Mr. Giipripe. Indeed they did. 

Mr. Asutrx. The administrative or executive decision was certainly 
in part based upon the fact that there was this 6 percent differential ; 
is that right? 

Mr. Gipripe. Yes, it was, Mr. Ashley. It might be considered 
that based on that we have made very considerable investment in our 
yards and certainly we are not going to—— 

Mr. Asuiery. $6 million on the west coast. I can see your prob- 
lem. If you make a decision to invest $6 million on the basis that 
there exists a 6-percent, differential, you are certainly going to shriek 
when that 6-percent. differential threatens to be removed, whether 
or not the 6 percent is an accurate figure for the subsidy, if indeed 
there should be any subsidy. 

Mr. Gupripg. I would say, Mr. Ashley, that should be susceptible 
to a very thorough and exhaustive study, whether it is or is not. We 
feel very strongly it is. 

_ Mr. Asuury. I am saying if you make your executive decision to 
invest. $6 million on the basis that there exists a firm figure of 6 
percent for a subsidy differential, very naturally you are going to be 
wounded at the notion that this firm figure of 6 percent should be 
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changed after you have invested $6 million or thereabouts, whether 
or not that 6 percent reflects the actual differential between the costs 
of the east and west coasts. Would that not be true? 

Mr. Girerwe. Yes, we are going to be wounded, but I think it goes 
beyond that. The question is this: Do you want a shipbuilding in- 
dustry on the west coast for national defense? If you do, based on 
the record, we have to have a subsidy of some type or allocation. 

Mr. Asuuey. There are two questions involved here. Perfectly 
clearly, the interests of the Congress are one thing, and presumably 
that is clear. Your interests are not necessarily exactly those of the 
Congress. You are in private enterprise—— 

Mr. Gireriwe. We are, sir. 

Mr. AsHiey (continuing). Which is fine. I am 100 percent for it. 
I do not knock it a bit. 

Mr. Mitier. You would not deny that the interests of the yards 
from the other coasts come here to have this thing knocked down, that 
they are the same selfish interests in that respect ? 

Mr. Asner. Certainly. That is entirely true. We are just trying 
to clarify it. . 

You say that in two instances west coast yards were the actual low 
bidders. This has reference to the bids on construction of 38 vessels 
under the Board’s long-range ship replacement program. 

Mr. Girerine. Yes, sir. 

Mr. Asutry. How could that be? You develop this persuasively, 
the tremendous differential labor and materialwise that exists in favor 
of the east coast. Yet somehow the west coast yards sneak in with 
a couple of low bids, despite this onerous handicap they have shoul- 
dered. 

Mr. Giiprive. In any isolated case in our industry you will find 
bids that defy economic factors and in many cases there are good 
reasons within the individual organization, but I think your answer 
to that is found in schedule No. 2 whereby you take many bids, I 
think some 38 bids, and you will find the low bid of the West against 
the East is 7.29 percent higher. I think this is significant. 

Mr. Asner. Just to develop this one step further, on page 7 you 
say that the maritime program contemplates construction of 294 
vessels, and that of this total the 6 percent differential will apply in 
evaluating bids on only 55 or approximately 19 percent of the pro- 
gram. 

I presume that your west coast operation will submit bids on these 
55. Would that be true ? 

Mr. Giieripe. Indeed we will, yes. 

Mr. Asutzy. Are you going to go after the remainder of the busi- 
ness at all ? 

Mr. Giipripe. Possibly. We do not know. It has been rather 
fruitless so far for us to do it. 

Mir. Asuuey. Did you get the bids of the two vessels or one of the 
two 

Mr. Gitpripve. All the bids we got were by virtue of 502(d) or 502(f). 
The two we got, that is. We bid on the others but were not the success- 
ful bidder. 

Mr. Asutey. Despite the 7 percent differential, which you feel 
actually exists, you are going to pit yourself against this disadvantage 
and, nevertheless, go after the business; is that right ? 
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Mr. Gutprive. I did not say that. I think each one will be consid- 
ered on its merits, Mr. Ashley. It is certainly imprudent for us to 
spend $10,000 to $15,000 on every bid, and we do not intend to do 
this. But there might be instances where we would do this and maybe 
even go beyond what would appear to you to be prudent bidding to 
keep people working, but you cannot do this on a continuing basis and 
stay in business. sets 

Mr. Asutey. I understand that. It depends on what your facilities 
are and what you are doing. 

Mr. Giteripe. I am repeating myself, but I think the statistics we 
showed indicating that the west coast industry came to a standstill 
after the war and only began to perk up by virtue of the 502(d), 
502(£), certainly I think should be well considered by this committee 
in the interest of maintaining the shipbuilding industry on the west 
coast. 

Mr. AsHuery. One final question. On page 11 you say that much 
has been made in previous testimony of the Western Gear Corp. in 
Seattle, Wash., offering better prices than eastern competitors. How- 
ever, you say, east coast yards receive the same delivered price from 
this company as west coast yards. There is nothing contradictory on 
that. 

Mr. Giipripe. No, no differential in our favor. It is exactly the 
same price. 

Mr. AsuLey. Does the Western Gear Corp. at Seattle, Wash., offer 
better prices than its east coast competitors ¢ 

Mr. Gitpripe. Yes. 

Mr. Asu.ey. That has been the basis of the previous testimony. 

Mr. Gitprine. That is one company, Mr. Ashley, and it is one 
product. How they do this I do not know. They do it, and this is 
a fact and we acknowledge this. 

Mr. Asutery. That isall, Mr. Chairman. 

Mr. Mixer. In the case of the Western Gear Co., these are com- 
paratively small in size compared to the ship and require a lot of 
fine machine work; is that right ? 

Mr. Gitpripe. Yes. 

Mr. Miter. The fact that this company is so equipped and can do 
this makes it perhaps the leader in this particular field, if it were 
located in Toledo, Ohio, you would go there perhaps for certain types 
of machinery because they may be more competent than in some other 

art of the country. It is merely incidental that they are located in 
Seattle; is that right ? 

Mr. Gitprive. That is correct. The point of mentioning this is in 
the previous testimony the point was made that we had an advantage. 

Mr. Mrtter. A great advantage. The point was made that this 
was an indication that the west coast was rapidly gaining and taking 
away business from the east coast because there were these compa- 
nies out there that could do this. 

Mr. Gitprine. Exactly. We are getting the same price but we are 
not getting any advantage. 

Mr. Mitirr. If you put a turbine in the ship, where do you get it ? 

Mr. Gitpripe. Back east. 

Mr. Minter. You can wind turbines on the west coast, but nobody 
has been set up for it. 
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Mr. Giupripe. That is right. 

Mr. Miter. May I say with ae to the 25 percent of the defense 
dollar going out to the west eoast, I do not think it is quite that high, 
but I will accept it—23. It varies from time to time. I think 
you will find most of that is in the airplane industry. That is the 
big one. The airplane industry happened to locate out there. There 
were also great segments of it in the other parts of the country, but 
that has nothing to do with shipbuilding or obtaining the know- 
how or standby shipy ards so essential in time of war. 

Mr. Downrne. Will the gentleman yield ? 

Mr. Mitier. Yes. 

Mr. Downtnec. Would he be willing to subsidize us on the east coast 
in that field ? 

Mr. Miter. I think the east coast people do a pretty good job taking 
a lot of this themselves. Not only on the east coast. ‘In this case we 
get into a fight with Texas and Missouri and Maryland. You people 
in Maryland doa pretty good job in that field yourself. 

Mr. Bonner. Is this your counsel sitting by you? 

Mr. Girerme. No. Mr. Corbin is from our ac ‘ounting department. 
We have a counsel here, though. 

Mr. Bonner. Bring him up. I want to ask him what will happen 
should this situation take place. 

Mr. Gitprive. Mr. Hill. 

Mr. Bonner. I will read section (d). 

Mr. Hinx. 502(d). 

Mr. Bonner. Take section (d) of 502. What will happen if these 
operators out there decide to move their place of abode or head- 
quarters / 

Mr. Hix. I should like to explore it with you, if I may. 

Mr. Bonner. Will it further complicate this? I am just trying to 
explore this whole thing. 

Mr. Hix. In a great many respects this is, if you will, a naive 
section. You see, it applies presently only to those operators who 
have offices on the west coast and who operate a ship from a west 
coast home port. 

It also says that this subsidy does not apply unless they have had 
this office prior to 1935. So it seems to me that if presently some ship 
operator located on the east coast moved to the west coast and operated 
from a Pacific port, I do not think he would come under this section, 
which is an unusual situation. We have said rather glibly, I think, 
the reverse. If he moved off the west coast and had no home office 
there, I do not think the statute would apply to him either. 

Mr. Bonner. That is just what I am talking about. Then you bring 
in another complication. 

Mr. Hi. That is another complication. This statute is really very 
difficult of interpretation in a great many ways. I think the simple 
case where the man has the-——— 

Mr. Bonner. The point I make is you are driving your industry 
away. 

Mr. Hixr. Iam not sure of that. 

Mr. Bonner. I do not know. I am just discussing it with you at this 
point in the record. 
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. Hit. It seems to me when this statute was written, sir, that it 
was thought that with respect to the west coast operator, his was an 
advantage to him because it precluded anybody from cp ad- 
vantage—we will put it in quotes, if you will—it prohibited anybody 
from taking advantage of this section who did not have an office on the 
west coast before the legislation was passed. 

It is really an amazing statute in a great many ways. I think, to- 

ether with a great many other of the statutes that apply to shipbuild- 
ing, perhaps a real going over of the statute is required, not only in 
this respect but in many others, in view of the fact that this is legisla- 
tion that has been on the books for 24 years and, for all practical pur- 

, it has not been touched. 

I think this is a very interesting legal discussion that 7 can make 
on this situation, but what you say is entirely true. If the fellow 
moved his home base from the Pacific coast here, I think he gets 
out from under the statute. I do think that very recently this com- 
mittee has done a very —— 

Mr. Bonner. I would like the committee to listen to this because it 
will bring up further complications in this matter. 

Mr. Hix. This committee has recently done a very interesting 
and a very equitable job in passing the bill to take the 50-percent ceiling 
off the question of subsidy. 

Mr. Bonner. That was a cure-all of this very situation. 

Mr. Hinz. It was indeed. To go back to a little ancient history, 
we had this situation, which I think you had in mind, sir 

Mr. Bonner. And penalized you operators on the Pacific coast. 

Mr. Hitz. Penalized a particular operator on the west coast. 

Mr. Bonner. He cannot stay there and pay this differential cost 
against his competitor on the Atlantic coast. 

Mr. Hitt. You cured that. 

Mr. Bonner. Where is it going from here? 

Mr. Hix. I think, sir, if you are asking my personal opinion, I 
agree, as one would naturally expect, with my boss. 

Mr. Bonner. I would give you opportunity to go out and have a 
conference if you like. 

Mr. Hixi. No; thank you. I would agree with him when I came 





Mr. Bonner. The gentleman made a very interesting statement. I 
followed your statement. 

Mr. Hiti. Mind you, I do not think we are here saying we should 
be subsidized by the United States because we happen to live, at least 
part of us, in the sunny clime of California. I think we are here to 
say that if, as the announced policy is, there must be this industry on 
the west coast, I think we are here to explore the ways where we can 
have that industry on the west coast. 

I do not think we are looking for a subsidy in the sense that we 
think we ought to be specially taken care of. But there is a national 
problem here which is solved in some very small degree—in some very 
small degree—as witness the chart that shows even in those cases 
where we had the 6-percent differential operating in our favor the 
East came in and dale four ships right out from under us. This is 
hanging the carrot before the donkey’s nose, All we get is a 6-percent 
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differential on a small number of ships, and that does not always 
operate in our favor. 

Mr. Bonner. They can be moved from you. 

Mr. Hix. They can be taken, and have been. The last four, which 
we were very hopeful of getting, went to an east coast yard where 
the 6-percent differential applied. I am not sure this is the proper 
means to maintain the industry on the west coast, but I am sure of 
this: If we do not have this, we are dead right now. 

Mr. Totierson. Will the gentleman yield? 

Mr. Bonner. Yes. 

Mr. Totierson. At the previous hearing when we heard shipyard 
representatives from the east and gulf coasts, I asked several of them 
whether they would approve of some allocation system of putting 
ships on all coasts. I think all witnesses except one to whom I put 
the question said they would favor an allocation system rather than 
the 6-percent differential. What would you say ? 

Mr. Hitz. We would, too, I think. Then you would have an idea 
of what was in store for the industry on the west coast. While Mr, 
Gilbride said we had either spent or allocated $6 million for this 
work, the improvement in the art requires constant expenditures 
with respect to facilities. If we knew where we were going, you 
might be willing to spend the money. If all you had was 6 percent 
and that only even in 70 percent of the ships that normally bear the 
6 percent, you would wonder whether or not you should keep up this 
expenditure of your own money. Mind you, these facilities, even 
with the Navy—and absolutely true with the Maritime Administra- 
tion—these facilities must come out of your own pocket because you 
certify, particularly with the Navy, that there is nothing included in 
your bid with respect to facilities. You do, of course, charge the 
deterioration. 

Mr. Bonner. In addition to the raising of the 50-percent contribu- 
tion by the Federal Government for construction subsidy, we just 
had this bill increasing shiplife from 20 to 25 years, which will dot 
down the replacement program. 

Mr. Hitz. That is right. 

Mr. Bonner. Is this differential going to increase on the Pacific 
coast? You have it up to7 percent plus. 

Mr. Grieriwe. That is correct. We do not think it is going to 
increase. 

Mr. Bonner. You have it up to7 percent. 

Mr. Gitsrwe. Yes, but for this reason we do not think it will in- 
crease if there are enough offering to keep the industry healthy. One 
of the ways to cut costs down is to continue building ships. If it is 
going to be a hit and miss proposition, three ships a year as an ex- 
ample, it may increase. 

Mr. Bonner. Notwithstanding that, is your cost going to rise out 
there? 

Mr. Gtrsripe. It could well be. Certainly, if there are not more 
offerings made to the Pacific coast, yes. 

Mr. Hiti. You always have the continuing rise of labor. 

Mr. Bonner. It will not do any good if your costs continue to rise? 

Mr. Girsrwe. If we do not have it, I do not think you will have 
an industry. 
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Mr. Bonner. I am not trying to find a way to keep you from having 
this industry. 

Mr. Giteriwe. I know you are not, sir. ae 

Mr. Bonner. I think you have a position here that is difficult to 

aintain. 
mr. Giuprive. There is one further answer, too, if I may. We 
cannot predict what labor and the material cost will be in the future. 
You mentioned earlier the buildup of industry on the west coast. 
There has been some buildup, but certainly it has not been to the 
de that it has been indicated. Maybe as time goes on, with the 
buildup of industry on the coast, with a sufficient amount of ship- 
building work out there, your forces become more experienced and 
hence your costs go down. These are things we cannot comment on 
positively. The only thing I can say positively is if we do not have 
more offerings, there is a possibility of costs increasing. 

Mr. Bonner. Did you identify yourself for the record ? 

Mr. Hix. I am Harry G. Hill, executive vice president and counsel 
for Todd Shipyard Corp. 

Mr. Bonner. Thank you, Mr. Hill. I think you have made a fine 
contribution to this discussion. 

Mr. Hizx. Thank you, sir. 

Mr. Bonner. Mr. Van Pelt. 

Mr. Van Petr. I have just one question, Mr. Chairman, with re- 

rd to the labor cost differential. Why is there that difference 

tween the east and west coasts? 

Mr. Gitsriwe. This is a historic thing, Mr. Van Pelt. I cannot an- 
swer that with complete accuracy. I think the western part of the 
country built up considerably later than did the eastern part of the 
country. The sources of supply certainly were basically in the East. 
They were composed of freight charges. I think that is generally 
what the situation is. Cost of living, too, Mr. Van Pelt, may be a fac- 
tor. The best information we have is the cost of living is higher on the 
west coast. 

Mr. Van Perr. With their fine climate out in California? 

Mr. Giterive. In spite of the fine climate. 

Mr. Van Perr. I asked because you mentioned the Great Lakes 
shipbuilding operation. I notice in this labor differential you do not 
include it in there. How are the rates on the Great Lakes? 

Mr, Gireriwe. As I recall, the rate there, the composite rate was 
$2.41 an hour opposed to $2.86 on the west coast, $2.63 on the Atlantic 
coast, and $2.55 on the gulf coast. That is the composite rate of 
straight time earnings as given to us by the Department of Labor. 

Mr. Van Pett. That is all, Mr. Chairman. 

Mr. Bonner. Mr. Downing. 

Mr. Downina. I would like to compliment you on a very interesting 
statement. 

Mr. Gitpripe. Thank you. 

Mr. Downtne. I would also like to take this opportunity to compli- 
ment Todd Shipyards, a great yard which has produced many great 
ships. 

Mr. Grupriwe. Thank you, sir. 

Mr. Downrne. I am pleased to see you are all humming with ac- 
tivity in all those yards. I wish every yard could say the same thing. 
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In your statement you alluded to the fact that when this original 
6 percent legislation was enacted, it was for the national defense or 
the best interests of the country. I think the record should show, too 
that there were political implications in the enactment of this legisla. 
tion. Are you familiar with that ? 

Mr. Giterivg. No, I am not, sir. 

Mr. Downtna. I would like to read this short statement made dur- 
ing the 80th Congress, 2d session, during the hearings on House Joint 
Resolution 377. Mr. Bland, who was then chairman of this com- 
mittee, made this statement : 


I remember that when that question was up before the committee— 
referring to the 6 percent— 


during the framing of the act of 1936 there was considerable opposition on the 
part of the Atlantic coast shipyards to the granting of this construction differ. 
ential. I was personally approached by several of them and was told how bad 
it would be. I reminded them that they were facing an awfully hard fight in 
getting the Merchant Marine Act of 1935—it was passed in 1935, and it became 
the act of 1936—passed. I said, if you want to abandon your fight in Washing- 
ton, then all right. Do not furnish this differential. But if you want to give 
them an opportunity to construct ships, we have got to provide this differential, 
I said the result will be that there are about 24 votes from the west coast in 
Congress and if you do not grant this, I think all of those votes are going to go 
against your legislation. If you do grant it, we may get them all. They said, 
if that is the case, you better grant the differential. 

In addition to possible defense need at that time, which I go along 
with, there was also political significance. I think that should be in 
the record. 

Now your figures which you present here show a very precarious 
situation if the 50-percent differential were eliminated, but in actual 
practice you people seem to be thriving out there because of the 6- 
percent differential. 

Mr. Giuprive. I cannot go along with you there, Mr. Downing. 

Mr. Downtna. I am looking at an article in the Iron Age of April 
28, 1960, which purports to be a summary of west coast shipbuildin 
activities, and the heading is “Shipbuilders Expect More Sales,” ahd 
the tenor of the article is that everybody is getting into the shipbuild- 
ing industry out there and they are doing well. 

ts it true that Lockheed purchased the Puget Sound Bridge & Dry 
Dock Co. ? 

Mr. Giuprive. Yes. 

Mr. Down1ne. Is it true National Steel was sold to Kaiser? 

Mr. Guterwe. I so understand. 

Mr. Downtne. And did not the Scott Paper Co., Western Gear, and 
Pacific Towboat Co. purchase a mothballed Navy yard in Everett, 
Wash. ? 

Mr. Gusriwwe. That I do not know. 

Mr. Down1Nne. How about Boeing, are they getting into the ship- 
building industry ? 

Mr. Girprivg. Not that I know of. I hope not. 

Mr. Down1na. I know you hope not. I commend this article from 
the Iron Age to your attention. 

Mr. Gireripe. I would like to comment in this fashion: Speaking 
for our own company, we do have five maritime vessels to build in Los 
Angeles. That takes us through 2 years. Beyond that if we get noth- 
ing the investment we put in is wasted, the organization we trained is 
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wasted, and certainly it will not have a potential in the event of an 

emergency. You have to look at shipbuilding from a long-range point 
f view. 

: As a further example, our Seattle yard is finishing its second de- 

stroyer. In a month or two from now we will be laying off a highly 

skilled force of ironworkers. Unless we get something else, this will 

be a problem. 

I do not think the shipbuilding industry on the west coast is in as 
good condition as that article indicates. 

Mr. Downtne. Is not shipbuilding in general on the increase on the 
west coast ? 

Mr. Giprive. It is on the west coast by virtue of the 6-percent 
differential implemented by the long-range shipbuilding program and 
the Navy’s policy of spreading the work. This long-range program 
has just come into being in the last few years. Take the 6-percent 
differential away and the west coast would not have much. 

Mr. Down1ne. How many vessels have you underway at the pres- 
ent time ? 

Mr. Gitpripe. Five in Los Angeles, one of which is launched, the 
second will be launched in the fall, and the keel of the third has been 
laid and the other two are underway. There are five in Los Angeles. 

Mr. Downtnc. How many on the entire west coast ? 

Mr. Gitpripg. Eleven in the program, including our five. I am 
sorry, there are 15 underway. 

r. Downina. Fifteen underway ? 

Mr. Girpripe. Yes. 

Mr. Downine. Are you familiar with a Mr. Ets-Hokin? 

Mr. Gitpripe. Yes, I am. 

Mr. Downtne. Who is he? 

Mr. Gitpripe. He is an official of the Western Shipbuilding As- 
sociation and a prominent contractor on the west coast in the electrical 
field. 

Mr. Downtne. Is he familiar with the shipbuilding industry on 
the west coast ? 

Mr. Grreripe. To my knowledge, yes. 

Mr. Down1na. Was he not chairman of one of the groups organized 
to present your case? 

Mr. Gitprime. He was chairman of the Governor’s committee in 
the State of California. 

Mr. Marmux1arp. Will you yield? 

Since you brought in this name, it might be well to mention there 
are two Ets-Hokins, father and son. 

Mr. Downtnea. I am referring to Mr. Jerry M. Ets-Hokin. 

Mr. Gitpripe. I do not know Jerry. I am speaking of the father. 

Mr. Downtne. Is not Jerry M. Ets-Hokin chairman of Governor 
Brown’s committee on shipbuilding construction and repair? 

Mr. Gitpripe. May I defer to Mr. Mayer, please? 

Mr. Downine. Yes. 

Mr. Mayer. Mr. Jeremiah Ets-Hokin is the son. He was chair- 
man of the Governor’s committee on shipbuilding construction and 
repair in California. He recently resigned that post because he has 
been made president of his company. His father, Louis Ets-Hokin, 
is chairman of the board of the company and president of the Western 
Shipbuilding Association. 
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Mr. Downie. Is Jerry M. Ets-Hokin familiar with shipbuilding 
activities on the west coast ? 

Mr. Mayer. I think relatively so. 

Mr. Downine. He was chairman of Governor Brown’s committee 
on shipbuilding construction and repair? 

Mr. Mayer. Yes. 

Mr. Down1ne. So Governor Brown must think he is familiar with 
the industry. 

Mr. Mayer. He is generally familiar with it. 

Mr. Downrne. In an exclusive Iron Age interview, Mr. Ets-Hokin 
said this: 


It’s promising from the standpoint of the ability of west coast yards to 
participate in the Maritime Administration program. 

West coast yards already brought in $100 million of such work in the past 
year. Part of this was without the 6 percent differential. This shows west 
coast yards can compete without the differential. 

Mr. Girerive. I think that is the isolated case we were talking about 
in my statement. I believe he is referring to the four vessels of 
National Steel in San Diego. 

Mr. Downine. I do not know what he is talking about. 

Mr. Gitpripe. At any one time any one yard can bid in a manner 
that generally may appear imprudent and which may not be. Of 
38 bids, the lower west coast bid against the east coast bid was 7.29 
percent lower. 

Mr. Down1na. What about the Great Lakes area ? 

Mr. Giipripe. We are speaking as a national organization and 
are not here to see any area have an advantage. We say if a ship- 
building industry is located on the west coast for national defense 
purposes, we must have a 6-percent differential because of the reasons 
I have cited. 

Mr. Down1nc. Would not section 502(f) serve the same purpose? 

Mr. Gitpripe. I would say it could. Whether it would or not, I do 
not know. I think any basis of allocation to keep the industry healthy 
is a desirable thing. We are equally interested in having a healthy 
industry on both coasts. 

Mr. Down1na. In the past several years there have been at least. two 
instances where west coast bidders have underbid east coast bidders 
without the 6-percent differential. 

Mr. Giieriwe. That is true, but these are isolated instances and we 
must take the overall situation. 

Mr. Downtna. Taking the long-range view, is it not a fact you are 
progressing and have progressed so fast you are right up with us now 
and will be ahead of us with this differential ? 

Mr. Giipripe. I do not think the record supports that. We are not 
up with you. Our statistics on the cost of steel will show this. I have 
a map which shows that the steel mills in California are not in the 
backyard of the shipbuilding industry [indicating on map]. I hope 
in due time the west coast does achieve it, but it has not up to the pres- 
ent time. 

Mr. Downtne. This article in the Iron Age indicates people are 
buying yards on the west coast. 

Mr. Gueripe. We have the yards and we are back in for the reasons 
I mentioned before. The reasons for the other people buying the 
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yard I do not know. Maybe it is for some purpose other than ship- 
uilding. 

Mr. The figures you showed us on the chart, were they 
based on east coast figures alone or did you take into consideration 
the three other coasts ? 

Mr. Gitpriwe. What figures are you speaking of ? 

Mr. Downtne. You gave some comparative figures. 

Mr. Giteriwe. Material figures ? 

Mr. Downtna. Yes. 

Mr. Gisriwr. The material figures were a comparison between the 
west coast prices against the east coast price 

Mr. Down1na. But you did not include the gulf and Great Lakes? 

Mr. Gitprwwe. No, we did not. 

Mr. Downtna. Do you think that would have given a more complete 
picture ? : Tr Ge 

Mr. Gripripe. It is the geographical industrial centers in the east 
compared to like centers on the west coast. 

r. Downine. Just one more question. 

During the period 1946 through 1959 you say 304 ships were con- 
structed in shipyards for private account. Of these 304 only 12 appar- 
ently were constructed on the west coast ? 

Mr. Giteripe. Yes, sir. 

Mr. Downtna. Is it not true during that period of time you were 
doing considerable Navy work and supplementing your private work ? 

Mr. Gireriwe. I do not think that is the case. We were doing some 
Navy work but I think the significance of this is that at the end of the 
war when shipbuilding became purely on a competitive basis, the west 
coast shipbuilding industry could not compete. 

Mr. Downtne. You did not have as many yards then, did you? 
You were just starting? 

Mr. Gitpripg. I do not think so. Our particular yard had been there 
since World War I. We had two, in Seattle and Tacoma. About 12 
years ago we went into San Francisco and 16 or 17 years ago in Los 
Angeles. 

Mr. Downrne. But then you quit and resumed again about 2 years 
ago? 

Mr. GitsripE. We operated the yards but we got back into ship- 
building 2 years ago by reason of the prospects of the long-range 
shipbuilding program. 

Mr. Down1ne. I think that is all. 

Mr. Chairman, I would like to insert in the record this Iron Age 
article. 

Mr. Bonner. Without objection. 

(The article referred to follows:) 


[From the Iron Age, Apr. 28, 1960] 


SHIPBUILDERS Expect More Sates—NEw CONSTRUCTION Joss INCREASE IN 
Far WEST 


West coast shipyards are encouraged by a large Navy contract and more 
freighter work.—Pattern of the industry changes as Lockheed, Boeing, Kaiser, 
and others buy facilities. 

(By R. R. Kay) 


Shipbuilding on the west coast is struggling hard to gain ground. The indus- 
try never did get over its post-World War II nosedive. Now, however, hopeful 
signs are showing up. 
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The yards have 15 freighters on the ways. That’s the most new construction 
they’ve had in years. 

Big corporations are getting into the picture. This means new money for 
better equipment and facilities. 


NEW DEVELOPMENTS 


Some recent moves include: 

Lockheed Aircraft’s purchase of Puget Sound Bridge & Dry Dock Co., Wagh- 
ington. Plans call for research and design work on advanced hulls and hydro. 
foils. 

Sale of National Steel & Shipbuilding Co., San Diego, to a group headed by 
Kaiser Industries. 

Purchase of a mothballed Navy yard in Everett, Wash., by another group: 
Scott Paper Co., Western Gear Corp., and Pacific Towboat Co. 

Boeing Airplane Co., Seattle, may get into shipbuilding on its own. The firm 
is interested in building hydrofoil boats. 


PUGET SOUND REVIVAL 


In fact the Puget Sound shipbuilding area seems headed for a revival. Puget 
Sound Bridge & Dry Dock landed a $47 million contract for three guided-missile 
destroyers. That’s the Navy’s biggest peacetime award in the area. And there 
are hints of more work to come. 


TRON AGE INTERVIEW 


In California, new private and Government shipbuilding is “both good and 
bad.” That’s the estimate from Jerry M. Ets-Hokin, chairman of Gov. Edmund 
G. Brown’s committee on shipbuilding construction and repair. 

In an exclusive Iron Age interview, Mr. Ets-Hokin said: “It’s promising from 
the standpoint of the ability of west coast yards to participate in the Maritime 
Administration program. 

“West coast yards already brought in $100 million of such work in the past 
year. Part of this was without the 6 percent differential. This shows west 
coast yards can compete without the differential.” 


Mr. Bonner. Mr. Mailliard. 

Mr. Maru1arp. Mr. Gilbride, you have it in your statement, but I 
think it should be reemphasized that the two instances where a west 
coast yard was the national low bidder without regard to any differen- 
tial, one discovered that they had made a mistake and they refused to 
carry out the contract and actually paid quite a substantial forfeit as 
T recall ? 

Mr. Giieripe. Yes; they did. 

Mr. Matriurarp. So somebody made an error on that one, which I 
think wipes that off the books, and I do not suppose anyone here knows, 
but I would be curious to know if in the only remaining instance they 
made any money. 

Mr. Gitprive. I do not think the contracts are finished, Mr. Mail- 
liard. That will come out in due time, I am sure. 

Mr. Maru1arp. So any particular bid from any coast or any yard 
could contain an error where the shipyard was operating below cost? 

Mr. Guseriwe. That is true. There are desperation bids sometimes 
for reasons that might not be apparent. A yard might have a particu- 
lar skilled force they want to keep in being because maybe in 6 or 8 
months another contract is coming along, and a bid might not appear 
reasonable but to them it is completely reasonable. 

Mr. Mari1arv. With reference to the question of Mr. Downing as to 
whether you were doing considerable Navy work, that is why I asked 
if the figures on the left included Navy work. 
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Mr. Gitprioe. They do include Navy work. I understood Mr. 

Downing a discussing new construction all the way through and not 
air work. 

fa r. Mariirarp. I assumed we were referring to shipbuilding all the 

way through and not repair work. 

Mr. Down1na. Repair work. 

Mr. Mariu1arp. The percentage is mighty small. 

Mr. Giipriwe. Five percent. 

Mr. Maiturarp. Five percent of the total is on the west coast? 

Mr. Gitpripe. There were three vessels in that period of time. 

Mr. Marurarp. So that pattern is a difference between 2 and 5 

rcent, so it is not enough to have any impact on east coast work. 

That is all. 

Mr. Down1Nna. One further question : 

Did you have as many yards in 1946 as now ? 

Mr. Mariutarp. We had the yards. They were not building ships, 
that isall. The yards were there. 

Mr. Down1ne. What were they doing? 

Mr. Marni1arp. Doing a little ship repairs or other industrial work, 
but there were not many bids being offered because the maritime pro- 
gram had not gotten underway. 

Mr. Giupripcr. If I may, Mr. Chairman, I believe we built as many 
ships on the west coast prior to 1946 as we have on any of the coasts. 

Mr. Bonner. Mr. Miller. 

Mr. Miter. I have no questions, Mr. Chairman, but I ask unani- 
mous consent to insert in the record a letter I have received from the 
mayor of the city of Oakland, Calif. 

Mr. Bonner. Without objection. 

(The letter referred to follows:) 


City OF OAKLAND CALIF., 
Oakland, Calif., June 8, 1960. 
Representative GEorGE P. MILLER, 
House Office Building, 
Washington, D.C. 


DearR Mr. MILLER: Speaking for the majority of shipyard management, ship- 
yard labor, civic leaders and public officials of Oakland, Alameda, and Richmond, 
our committee on shipbuilding and ship repair respectfully requests that the 
Subcommittee on Merchant Marine reject H.R. 8093 and similar bills aimed at 
reducing the Pacific coast’s relatively small share of new ship construction 
available under the fleet replacement program as now constituted. 

The 6 percent differential was enacted by Congress in the interest of equity 
and national security to help maintain a shipbuilding industry on the Pacific 
coast. 

At present there are only 15 merchant ships being constructed on the west coast 
under the Government-financial program, 6 of which would not be here if it had 
not been for section 502(d), the 6 percent clause. 

But there is still not enough new ships construction out here to support a 
healthy shipbuilding industry. 

Today in our own east bay area there are less than 1,000 men employed in the 
three large yards where once there were over 131,000. All those working now 
are engaged in ship repairs. Typical among the craft unions is Boilermakers 
Local No. 10 with an average of one-third of its membership out of work over 
the past 18 months. 

We need legislation not to kill off what little shipbuilding exists today on the 
west coast, but legislation such as H.R. 9899, the Shelley bill, which would in- 
crease our opportunity of getting more ships to build under the 6 percent pro- 
vision. 
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In conclusion, we would like to reiterate our sincere belief that H.R. 8093 anq 
related bills are inimical not only to the west coast shipbuilding industry but 
to the security of the entire Nation, and therefore should be rejected. 

Sincerely, 


CLiFrorD E. RISHELL, Mayor. 


Mr. Totierson. May I make a similar request for inclusion in the 
record of a letter from the Portland Chamber of Commerce. I ask 
permission to insert the letter at this point in the record. 

Mr. Bonner. Without objection. 

(The letter referred to follows :) 

WASHINGTON, D.C., OFFICE, 
PORTLAND, OREG., CHAMBER OF COMMERCE, 


June 2, 1960. 
Hon. HErsBert C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. Bonner: The Portland, Oreg., Chamber of Commerce, which I repre- 
sent in Washington, urges that your committee recommend adversely on H.R. 
8093 or any kindred bills which would eliminate the 6-percent differential now 
prevailing in certain Government-financed shipbuilding and conversion work, 

Our organization believes there is just as much need to encourage and pro- 
mote shipbuilding operations on the Pacific coast today as when the Congress 
enacted the Merchant Marine Act in 1936. Unless west coast building operations 
are kept economically sound, yards and ways will disappear just as they did 
after World Wars I and II. With their disappearance likewise would be lost 
the skill and talent of men depending on shipbuilding for their livelihood. 

Advent of another war or emergency calling for a heavy shipbuilding program 
would mean that the Nation would face vitally wasted months while yards were 
rebuilt, talent assembled and trained. It is doubtful that in case of a third 
major war that time would be available for organizing yards and assembling 
the essential skilled employees. In fact, lack of preparation in this and other 
fields unquestionably added to the length and cost of World War II and prob- 
ably to the Nation’s manhood bill. 

In the Portland area a great number of wooden and steel ships were built in 
1917-18. Our shipbuilding yards and plants vanished in the years of peace that 
followed. We built again from scratch in World War II. Our builders combed 
the Nation for employees, most of whom they had to train in even the most 
ordinary of shipbuilding work. Upward of 100,000 of them were at work at the 
peak of our building. 

The great majority of them have gone to other trades. Many have left the 
area. But we do have a nucleus of several hundred skilled men. Large num- 
bers of them were employed in recent years in the conversion of two Mariner- 
type vessels for the Matson interests. Except for the 6-percent differential, this 
contract would not have been received by the Willamette Iron & Steel Co. 

Aside from the need of existing yards and men for sudden emergency reasons, 
we feel it is in the interests of the Nation that our west coast building areas are 
kept in healthy condition. 

We shall confine our argument to these general principles, leaving it to our 
construction people to deal in cost factors which they know. We are thoroughly 
convinced that costs are higher on the west coast than on the other coasts of 
the Nation. I am certain that you and others of your committee have frequently 
noted in products nationally advertised the statement “Slightly higher west of 
the Rockies.” 

Our basic contention is that the west coast does need a differential to compete 
on what approaches an even chance with areas more closely located to basic 
supplies and wage scales of which are not generally as high as those prevailing 
on the west coast. 

Our organization urges that no legislation be passed which would eliminate 
the 6-percent differential. 

Respectfully and sincerely, 
Harortp B. Say, 
Manager, Washington, D.C., Office, Portiand, Oreg., Chamber of Commerce. 


Mr. Bonner. Any further questions ? 
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Mr. Petty. I would just like to ask Mr. Gilbride whether or not he 

has the impression that Mr. Downing’s reference to the west coast 
ards being sold had anything to do with their expansion? In other 

words, the inference I get is because National Steel was sold to Kaiser 
and Puget Sound was sold to Lockheed, and Boeing may get into ship- 
building on the west coast, and Western Gear purchased a mothballed 
navy yard in Everett, Wash., might indicate an expansion of the ship- 
building industry on the west coast. 

Western Gear had a freeway go through their plant and they had to 
move. 

The Boeing Co. has quite an interest in hydrofoil boats. They are 
interested in a propulsion motor, and it has nothing to do with 
expansion. 

The purchase of Puget Sound by Lockheed was a matter of ex- 
change of stock and the same management continues. I do not think 
any expansion is contemplated. 

I do not know too much about Kaiser’s purchase of National Steel, 
but I think it would be in order to obtain an outlet for their product. 

So if you think we are flourishing on the west coast, it is far from 
the fact. We are having difficulty keeping our people employed. 

Mr. Down1nec. Has the gentleman read the article I referred to? 

Mr. Petty. I have not. However, I do not need to read it. I know 
the facts. Western Gear was cut in two by a freeway, and I have stated 
the facts, and there can be no inference of expansion from the facts 
you cite. 

Mr. Bonner. Any further questions? 

Mr. Mitter. I would like to compliment the Todd Shipyards Co. 
and Mr. Gilbride on the very fine statement he made here today. I 
think it has been quite enlightening. And I think Mr. Hill’s disserta- 
tion brought some real provocative questions before the committee. 

Mr. Gitpripg. Thank you. 

Mr. Hizx. Thank you. 

Mr. Bonner. Any further questions? 

Mr. Asuiry. With respect to maritime work, did I understand 
correctly it is never the situation that one of your west coast yards 
will bid on that work at the same time one of your east coast yards bids? 

Mr. Gitpripe. Well, Mr. Ashley, at the moment our east coast yards 
are in repair only. 

Mr. Asutey. Is this a possibility ? 

Mr. Gitsriwe. I doubt it. 

Mr. Asuuxy. So that if you miss it on the west coast you pick it up 
on the east coast ? 

Mr. Gitprive. No, it is not a possibility. 

Mr. Asutey. Why is it not? 

Mr. Giuprine. Because, for instance, in Los Angeles we are spe- 
cializing in dry-cargo vessels. The facility has been established to do 
that type of building. In Seattle we are specializing and hope to 
remain in the Navy program. 

Mr. Asutry. So your west coast yards will not be bidding on the 
same kind of work as your east coast yards; is that correct ? 

Mr. Girpripe. Yes. 

Mr. Asuiey. Thank you. 
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Mr. Bonnzr. Does Bethlehem bid on the same offering, east and 
west coast ? 

— Giterive. I believe so, but I am not in a position to testify to 
that. 

Mr. Asuuey. That is what I am getting at, Mr. Chairman. Some 
of these progressive shipbuilding concerns have two swipes at the 
apple. Mr. Gilbride has stated as far as Todd is concerned there is 
only one bidding, but I am interested in knowing the position of the 
other companies that are interested in the same work and that have 
both east coast and west coast operations. 

Mr. Maru1arp. There is only one company in that situation, and 
that is Bethlehem. I think the fact Bethlehem is not a member of 
this association and has not come in here in opposition to this bill 
indicates they like the east coast swipe better than the west coast 
swipe. 

Mr. Suexttey. A charge has been made for some years that Beth- 
lehem uses its west coast operation to put in a bid that will be higher 
than its east coast operation so it always winds up with the east 
coast getting the business. How do you handle that ? 

Mr. Bonner. Any further questions ? 

Thank you very much. 

Mr. Gusrine. Thank you, Mr. Chairman and gentlemen, for your 
patience and courtesy. 

Mr. Bonner. We will insert in the record at this point the report 
of the Department of Commerce on H.R. 8093. 

(The report referred to follows :) 


THE SECRETARY OF COMMERCE, 
Washington, D.C., June 13, 1960. 
Hon. HerBert C. BonNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 


DrEAR Mr. CHAIRMAN: This letter is in reply to your request for the views of 
this Department with respect to H.R. 8093, a bill to amend the Merchant Marine 
Act, 1936, in order to eliminate the 6 percent differential applying to certain bids 
of Pacific coast shipbuilders. 

The bill would repeal subsection (d) of section 502 of the Merchant Marine 
Act, 1936 (49 Stat. 1985). Section 502(d) of the 1936 act provides that, when 
a construction-differential subsidy is applied for by a Pacific coast shipowner 
to aid in the construction or reconditioning of a vessel to be operated in foreign 
trade from ports on the Pacific coast, the lowest responsible bid by a ship- 
builder on the Pacific coast shall be approved by the Government, if such bid is 
not more than 6 percent higher than the lowest responsible bid of an Atlantic 
coast shipbuilder. The home port of a vessel so constructed or reconditioned 
must continue to be a port on the Pacific coast. The construction-differential 
subsidy allowable may not exceed 50 percent of the total construction cost of 
the vessel. 

It seems pertinent to point out in this connection that section 502(f) of the 
1936 act (Public Law 805, 84th Cong.) permits the construction of vessels also 
at a cost in excess of the lowest responsible bid, which would otherwise be 
accepted, in order to remedy an inadequacy in the shipyard mobilization base. 

The entry upon the ship replacement program of the subsidized companies 
involving construction of some 14 or 15 vessels a year currently, and the desira- 
bility of carrying out effectively the replacement program of the companies 
serving the whole United States, and the significance of maintaining shipbuilding 
facilities on the various coasts from the national standpoint, make the questions 
of differentials under section 502(d) and the allocation authority under 502(f) 
highly significant factors in the replacement program. 

Results of competitive bidding for new vessel construction do not offer con- 
clusive evidence as to cost differential. In certain instances, west coast yards 
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have submitted lower bids than east coast yards, but, in the overall, the east 
coast bids are generally lower. Circumstances in the individual shipyards, such 
as backlog of work, willingness to reduce profit margin, efficiency, and many 
other factors can and often do combine to either conceal or magnify any cost 
differential between the two areas. 

Our recent studies show that at the present time there is some cost differential 
in the construction of vessels between the east coast and the west coast shipyards. 
The materials required for ship construction are still produced predominately in 
the East, which results in a greater transportation cost for the west coast ship- 
yards. Steel produced on the west coast also is higher because of transportation 
cost for the west coast shipyards. Steel produced on the west coast also is higher 
because of transportation costs of materials. Labor costs, in general, are slightly 
higher on the west coast. 

Our review was made on a broad basis involving the two main factors in cost 
differential ; that is, differences in material costs and labor costs. The differences 
in material costs are primarily due to differences in transportation costs, but 
the sources of supply which are used by a given yard will vary with other 
factors than location and distances. Both as to materials and labor there are 
attendant circumstances in particular shipyards and specific construction which 
make it difficult to arrive at a conclusion which is any more than generally repre- 
sentative of a trend and, certainly, not determinative in any particular project 
or any particular shipbuilding center. Our review, we believe, justifies a con- 
clusion that the average differential at the present time is approximately 4 
percent. With continuing development of heavy industry in the Western States, 
there may well be a tendency ‘to reduce further the cost differential between the 
two areas. 

While it may be argued that the objective of the 6 percent Pacific coast differ- 
ential as originally enacted is no longer of the same significance, and, while the 
actual differential in cost is now declining, and, while ‘the actual construction 
differential between domestic and foreign yards has risen from between 30 to 40 
percent to the maximum of 50 percent, we believe that consideration might be 
given to changing the differential to accord with current facts before considering 
repeal of the differential. In our recent experience under subsections 502(d) 
and 502(f), we have found certain advantages in the statutory establishment of 
the differential for purposes of construction on the west coast. We are not 
prepared to give assurance that reliance on: allocation provisions in seetion 
502(f), with the United States paying the excess subsidy as national defense 
costs, will be effective and satisfactory in the absence of section 502(d). 

Although section 502(d) has been a part of the Merchant Marine Act of 1936 
since its enactment, there have been only three instances of contract awards, 
involving seven vessels, to west coast shipyards under the provisions of the 
section. The combined cost of these awards was $101,930,000. This figure rep- 
resents an increased cost of $3,730,000 over the combined costs which would have 
resulted if these contracts had been awarded to east coast yards. 

This Department believes that in the absence of specific and accurate informa- 
tion as to the actual differential, the existing differential should not be repealed. 
Furthermore, the Department believes that it would be desirable for your com- 
mittee to secure data and advice from the segments of the industry, and from 
representatives of the shipowning and shipbuilding industry, who are directly 
affected and acutely interested in the effect of the replacement program now 
getting underway, prior to modifying or repealing the differential provision. 

The Bureau of the Budget advises that it interposes no objection to the sub- 
mission of this letter to your committee. 

Sincerely yours, 
Puiuire A. Ray, 
Under Secretary of Commerce. 


Mr. Bonner. We will also include in the record a statement sub- 


mitted by Congressman Jack Westland of Washington. 
(The statement follows :) 


STATEMENT OF HON. JACK WESTLAND, A REPRESENTATIVE IN CONGRESS FROM 
THE SECOND DISTRICT OF WASHINGTON STATE 


Mr. Chairman, I present this statement before the subcommittee in opposition 
to H.R. 8098, which would amend the Merchant Marine Act of 1936 so as to 
eliminate the 6 percent differential applying to certain bids by west coast ship- 
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builders. Apparently, Atlantic and gulf coast interests want all the pie and are 
not satisfied with the bulk of production they now enjoy. 

I’m sure that all of you are familiar with the phrase, ‘Slightly higher on the 
west coast,” and justify it because of long-haul transportation costs. Many per- 
sons, however, fail to realize that products manufactured on the west coast 
usually retail west of the Rockies at about the same price as their eastern 
counterparts, The reason is the west coast producer must pay more for labor 
and materials. This particularly is true in the shipbuilding industry. 

Now, how much higher are these costs as they affect Pacific coast shipyards? 
Bae show labor costs run 7.5 percent higher on the west coast for comparable 
work, 

In terms of materials, the cost differential on steel plates is as high as 13 
percent. As a shipbuilder, how would you like to pay $70,000 more for stegj 
plates than your competitors pay? Some machinery runs as high as 5 percent 
and other steel products may have a differential of 14 percent. The weighted 
differential for all materials, however, is about 6.7 percent. 

With labor representing about 41 percent and materials 59 percent of total 
production costs, the weighted average or overall cost differential is a little more 
than 7 percent. That means Puget Sound shipyards have a 7 percent handicap 
to overcome when competing with eastern builders. 

The Congress recognized this inequity by including the 6-percent differentia] 
in the original Merchant Marine Act. The Congress didn’t enact this legislation 
just for the sake of giving west coast shipyards an even break. This legislation 
was necessary to insure that a strong shipbuilding industry would be maintained 
on all coastal ranges for both defense and commerce. 

A second declaration of the Congress is seciton 509 of the act, which extended 
the dispersal of shipbuilding skills in order to encourage domestic carriers, 
Although not used in view of title II mortgage provisions, the section nevertheless 
is a policy declaration. 

Also, Public Law 805 sets down this policy emphatically by providing that the 
Secretary of Commerce shall periodically survey private shipbuilding facilities 
in various areas of the Nation ot determine whether their capabilities for mer- 
chant ship construction present an adequate mobilization base at strategic points 
for purposes of national defense and emergency. It also provides that if it is 
determined that the capabilities of the inustry in a given area cannot satisfy 
defense needs, the Secretary, with Presidential approval, may award construction 
contracts to yards in so-called defense-inadequate areas regardless of the fact that 
the low bids may have come from yards in other areas. 

In this thermonuclear age, dispersal is even more important than it was years 
ago. This dispersal must include not only physical facilities, but also skills, 
labor, materials, and capital. Today it is hard to atract young men to the ship- 
building trades on the west coast, because 51 percent of the shipyard workers 
are working only half-time. It is practically impossible to hold skilled personnel 
at the yards. Yet, if an emergency should arise we would expect the ship 
building on the Pacific coast to expand. This would be a difficult task with the 
lack of qualified people necessary for training and supervising new crews. 

The Navy has recognized this problem and has faced up to it by keeping a 
logical percentage of its yards and repair facilities in production. On the other 
hand, the civilian yards and repair facilities have lost ground because of the 
difficulties the industry faces. If something isn’t done, we eventually will be 
in the same situation that we were in 1941 should a similar emergency arise. 

On the Atlantic coast, the Navy has about 60 percent ($86.9 million) of its 
working capital funds invested in shipyards. West coast yards and facilities, 
including Pear Harbor, represent around 40 percent ($58.5 million) of the Navy’s 
investment. This is.a logical and fair arrangement. 

Sixty-four percent of those employed in naval yards work on the Atlantic 
coast, about 36 percent on the Pacific coast. On the other hand 88 percent of 
those who are employed in private yards work on the east and gulf coasts, leaving 
12 percent of the workers on the west coast. It seems to me our Nation would 
be in a beter position if the percentages for private yards were nearer those 
representing the Navy. 

Today 49 ships are being constructed in Atlantic-gulf coast yards. These are 
for the east coast lines. Only 18 ships are being constructed at Pacific coast 
yards, 11 of these under provisions of sections 502(d) and 502(f) for west coast 
lines or west coast trade. 

This situation could be improved if section 502(d) were broadened to cover 
all ships under the program. It would insure dispersal for defense and com- 
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merce according to national policy and would give Pacifie coast shipyards a fair 
share of the program, which in turn would assure the training of skilled people 
to meet the advance of technology. 


Thank you, Mr. Chairman, and members of this subcommittee, for this oppor- 
tunity to express my opposition to H.R. 8093. 

Mr. Bonner. The committee will stand adjourned. 

(Thereupon, at 12:10 p.m., the hearing was adjourned subject to 
the call of the Chair.) 











TO ELIMINATE PACIFIC COAST SHIPBUILDING COST 
DIFFERENTIAL 


WEDNESDAY, JUNE 15, 1960 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON MERCHANT MARINE OF THE 
CoMMITTEE ON Mercuant Marine AND FIsHERIES, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a.m., in room 
219, Old House Office Building, Hon. Herbert C. Bonner (chairman 
of the committee) presiding. 
Present: Representatives Bonner, Thompson, Miller, Ashley, Ze- 
lenko, Downing, Tollefson, Van Pelt, Ray, Mailliard, and Pelly. 
Present also: Representative Garmatz and Representative Shelley. 
Staff members present : John M. Drewry, chief counsel, and William 
B. Winfield, chief clerk. 
The CuatrMAN. The committee will come to order. 
The first witness this morning is Mr. Jeffery Cohelan, of the seventh 
district of California. 


STATEMENT OF HON. JEFFERY COHELAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Cone.tan. Thank you, Mr. Chairman and members of the sub- 
committee. I thank you for the opportunity to appear today to- 
gether with my colleagues representing the west coast. I wish to 
speak brifly in support of H.R. 9899 by Congressman Shelley of San 
Francisco and in opposition to H.R. 8093 and similar measures. 

The city councils of three of the major cities included in the Seventh 
Congressional District which I represent have requested that I advise 
you of their full support for H.R. 9899. In each case, local resolutions 
have been voted urging passage of this legislation in order that our 
west coast shipbuilding industry may regain its position as an oper- 
ating segment of our economy. I have reference to the city of Albany, 
the city of Piedmont, and the city of Oakland. At the conclusion of 
my statement I would like to submit for the record a copy of the letter 
from the city of Oakland specifically. 

(Identical letter addressed to Hon. Geo. P. Miller referred to on 

. 225. 
. Mr. Retacan, In the interests of brevity, I can summarize the other 
two resolutions. They point out that west coast shipyards were 
granted a 6-percent differential in an amendment to the Merchant 
Marine Act of 1936 for the reason that the security of the Nation re- 
quires a healthy and vigorous shipbuilding industry on the Pacific 
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coast, for the reason that materials, machinery, and equipment costs 
are notably higher on the west coast and for the reason that it would 
result in a reasonable allocation of shipbuilding contracts to the west 
coast. 9 

Since enactment of the 6-percent differential, there has been im- 
provement of the west coast shipbuilding industry, but, as Mayor 
Clifford Rishell of Oakland points out in the appended letter, there 
is still “not enough new ship construction out here to support a 
healthy shipbuilding industry.” 

Expert testimony before your subcommittee has revealed that cost 
differentials today actually run well over 6 percent on the west coast 
for both materials and labor. The evidence indicates that our ship- 
yards must have the continued differential which would be provided 
by H.R. 9899. On the other hand, it seems clear that elimination of 
the differential as proposed in H.R. 8093 would pull the blocks out 
from under what little west coast shipbuilding exists today. 

I wish to associate myself with the remarks of Congressman Shelley 
and Congressman George Miller, both of whom have worked in this 
field for so long and are most knowledgeable on this subject so vital to 
the welfare of the Oakland, Berkeley, San Francisco Bay area. 

I thank you, Mr. Chairman. 

The CuarrmMan. Thank you, sir. 

Are there any questions ? 

The CHarrman. Mr. Mayer, did I understand you want to make 
some statement ? 


STATEMENT OF ROBERT MAYER, TREASURER, WESTERN 
SHIPBUILDING ASSOCIATION—Resumed 


Mr. Mayer. If I may take a moment, I have been requested as 
treasurer of the Western Shipbuilding Association to introduce in 
these hearings for the record a letter to the chairman from Mr. Al- 
bert Rosellini, the Governor of the State of Washington; and state- 
ments of Governor Mark Hatfield of the State of Oregon; Mayor 
Terry Schrunk of the city of Portland; Mr. Dennis Lindsay, who is 
president of the Port of Portland Commission, and Governor Edmund 
G. Brown of California. I have given extra copies of these to the 
clerk of the committee if they are needed. 

We would like to, if we may, ask that the first witness for the West- 
ern Shipbuilding Association today be Mr. Fillius, to be followed by 
Messrs. Jennett and McCurdy. 

Thank you. 

The Cuarrman. Thank you. 

Mr. Mitier. Are we going to put those letters into the record ? 

The Coarrman. Was that your request ? 

Mr. Mayer. If I may, please. 

The Cuarrman. Without objection, so ordered. 

(The letters referred to are as follows :) 
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STATE OF WASHINGTON, 
EXECUTIVE DEPARTMENT, 
Olympia, June 10, 1960. 
Hon. HerBert C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN BonNER: House Resolution 8093 will have an adverse eftect 
upon the economy of the Nation and the defense of the west coast. 

As Governor of the State of Washington, I am vitally interested in retaining 
and expanding the 6 percent west coat shipbuilding differential. It is my be- 
lief certain economic factors make the cost of shipbuilding on the west coast 
substantially higher than 6 percent over the cost of similar construction on the 
east coast, Great Lakes or the gulf. The issue then is not one of economics, 
put one of national policy. 

The delivered price of steel to west coast shipbuilders is 11.2 percent higher 
than to shipbuilders in other parts of the United States; other major equipment 
items run 20 percent higher on the Pacific coast; and the U.S. Navy maintains 
that its west coast labor costs are higher than on the east coast. It is obvious 
on the face of the problem that the west coast shipyard, operating under the 6- 
percent shipbuilding differential, is doing so at a smaller margin of profit than 
in other areas of the United States, or with no profit, in order to secure ship- 
building bids under existing legislation. 

The United States has one of the longest and most widely divided seacoasts 
of any nation in the world. We are faced with the basic problem of maintaining 
and building both commercial and national facilities in two widely separated 
oceans. The U.S. Navy is well aware of the problem in maintaining its oper- 
ating fleet and has designed its capital fund for shipbuilding on the basis of 
40 percent for the west coast and 60 percent for the east coast. This division 
is significant in that it reflects the opinion of our admirals regarding basic eco- 
nomics and defense. The same logical distribution is not apparent in com- 
mercial shipyards. The record shows that for each private shipyard employee 
on the west coast there are 74, such employees on the east coast. This division 
of private shipbuilding is a matter of economics. 

Economic cost has not been the controlling factor for shipbuilding or its loca- 
tion among the nations of the world. Shipbuilding itself is encouraged and 
financed by all of the major nations. The reason is, it is necessary in order to 
maintain and improve national position in the world. 

It is important that the United States have a strong merchant marine; that 
we have a strong shipbuilding industry to construct and maintain these vessels; 
that these shipyards be on both the west and east coasts, just as the merchant 
marine is on both the west and east coasts; that the movement of population 
and of commerce is to the west and that a constantly larger percentage of the 
merchant marine will have to be on the west coast to serve the population 
and its industry. 

In a time of world tension it is simple defense logic that we do not put our 
entire fleet in one Pearl Harbor, and we do not put our entire shipyard industry 
in one area. 

In summary, I would like to state I am opposed to the provisions of House 
Resolution 8093 on the grounds that they are not realistic and are detrimental 
to our economy and defense. I would instead recommend the provisions of 
House Resolution 9899, introduced by Representative Shelley of California, be 
adopted by the Congress of the United States. 

Sincerely, 


ALBERT D. ROSELLINI, Governor. 


STATEMENT OF Gov. MARK HATFIELD, STATE OF OREGON, ON RETENTION OF THE 
6-PERCENT SHIPBUILDING DIFFERENTIAL 


Gentlemen, I deeply appreciate the opportunity afforded the State of Oregon 
to present its views on the 6-percent differential. As you must appreciate, the 
subject is of vital concern to Oregon. Loss of this equalizing provision in the 
Merchant Marine Act of 1936 would have extremely serious consequences in 
Oregon, on the west coast, and throughout the entire country. 
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I regret that I am unable to appear personally to deliver this statement, due 
to previously committed duties of the State. As the chairman of your ful] 
House Merchant Marine and Fisheries Committee knows, we did our best to 
encourage hearings on the west coast, at which I had hoped to be present. 

I need not tell you that Oregon is a maritime State, vitally dependent on 
commerce and industrial activities made possible by a 700-mile-long waterfront 
along the Pacific Ocean and the Columbia River. We have a rapidly expanding— 
but still relatively small—population of just under 2 million, and no State in the 
Union is working harder right now to increase its industrial and commercial 
activity than mine. 

Fortunately, Oregon’s shipbuilding and ship repair industry, centered in Port- 
land, has become an important heavy industrial activity and employer in recent 
years. Gross receipts from the repairing and converting large oceangoing vessels 
of all types, and for the construction of vessels up to about 300 feet in length, 
exceed $20 million annually. Direct shipyard employment in Portland alone is 
more than 2,000 on oceasion, and the benefits of such work are widespread in 
the State’s economy. The four largest ship contractors in the Portland harbor 
alone deal with as many as 300 other local suppliers and subcontractors, 

But even this volume of work is small in comparison with the amount of 
shipbuilding and conversion accomplished at other ports of comparative size, 
It illustrates very clearly that even a substantial maritime community on the west 
coast is at a disadvantage in building because of higher costs; and points out 
that—without some reasonable form of equalization—Oregon cannot hope for a 
competitively obtained share of the Nation’s shipbuilding volume. 

Since World War II, we have been without a single building way, in good 
order, capable of producing a C-3 or C4 class merchant ship. 

Next year the Port of Portland Commission, which provides ship repair 
facilities for all contractors will start construction of a large floating drydock 
of 24,000-ton lift capacity. It is expected that this work will be done in Portland, 
and it is also believed that the facility expansion required for this one project 
may also be the means by which the tools and labor force for large vessel con- 
struction are amassed for other major building contracts after the dock itself 
is completed. 

Aside from the local benefits of such a program, the Nation itself would bene. 
fit by an increased shipyard capacity and mobilization potential. Competition 
of Portland firms and private steamship lines which presently saves the Federal 
Government hundreds of thousands of dollars annually on the Pacific coast in 
repair and conversion work contract costs would be extended to ship construc- 
tion as well. The nucleus of an industry absolutely essential to the national 
welfare would be established in an area that has already proven that it can 
build ships with the best of them. 

But there is scant hope of this if the present construction cost differential 
is lost. Maintaining an industry at a competitive disadvantage is hard enough, 
reestablishing one would be next to impossible. 

I do not believe that I—or any other witness appearing before you—need 
spend the time defending the proposition that a reasonable diversity of this 
Nation’s shipbuilding and repairing potential is essential in the interests of 
national survival. However, I think a clearer understanding of the differen- 
tial’s application in this regard is evident if we look back almost 20 years, and 
see how near disaster came as a result of an inadequate shipbuilding potential. 

We like to think that the Portland area was an important contributor to 
eventual victory, in that it produced more than 1,000 dry-cargo vessels, tankers, 
troop transports, aircraft carriers, large landing craft, and other naval auxil- 
iaries (not to mention countless smaller craft of all kinds) in roughly 3 years. 
It remains, however, that shipbuilding facilities were virtually nonexistent in 
Portland in 1940, and the entire emergency program involved a multimillion 
dollar investment of Federal funds for new plants, and required long months of 
site preparation and shipyard construction before the first launchings. 

I do not imagine that any of us here think the United States will again be 
given the opportunity to tool up in its own defense. The whole theory of our 
survival in any future war depends both on an adequate existing industrial 
plant and a reasonable diversification of essential facilities to insure against 
wholesale destruction of that capability. 

Section 502(d) of the Merchant Marine Act of 1936 is sometimes pictured as 
a kind of special Government subsidy which gives Oregon and other western 
shipyard operators a particular advantage over their competitors on the gulf 
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and Atlantic coasts. If this were true, the opponents of the measure would have 
a strong case for its elimination, in spite of defense implications. 

But, in fact, it is not true. The existing differential merely lessens a pro- 
nounced disadvantage experienced by the West. To the extent that it covers 
the higher costs of shipyard work on the west coast, it serves only to bring the 
West into a position where it can hope to compete on nearly equal terms with 
the rest of the Nation. 

This equalization is in the best interests of my State, and of the entire United 
States. 

It means that there will be maximum competition for building contracts, and 
that the cost of such work—to the steamship operator and the Federal Govern- 
ment—will be as low as possible. 

It means that the shipbuilding industry on the west coast will have the same 
opportunities as the industry nationally to obtain work and to expand as the 
country grows. 

It means that the pool of skilled workmen in Oregon, Washington, and Cali- 
fornia, who are themselves a national resource of immeasurable quantity, will 
not be dissipated by a lack of work and the inability to practice crafts which are 
both the skilled workers’ own means of support and the country’s means of 
industrial growth and survival. 

It means that the American merchant marine will be assured of essential 
building, repair, and maintenance services at all major west coast seaports, and 
will have every advantage we can provide in its difficult competition with the 
ships of other nations on our essential Pacific Ocean trade routes. 

It is evident to me this section 502(d) of the Merchant Marine Act of 1936 
is a part and parcel of our whole national interest in preservation and in the 
growth of our commerce, and the maintenance of the American flag on the high 
seas. For these reasons, the State of Oregon urges retention of this essential 
provision of the country’s basic merchant marine legislation. 

Thank you. 


STATEMENT OF Mayor TERRY SCHRUNK, CITY OF PORTLAND, CONCERNING THE 6-PER- 
CENT SHIPBUILDING DIFFERENTIAL 


Gentlemen, the city of Portland is vitally interested in shipbuilding and ship 
repair activity, and takes this opportunity to urge the Subcommittee on Merchant 
Marine to do all in its power to maintain and encourage this type of work on 
the Pacific coast. 

We in Portland have a selfish interest in the 6-percent shipbuilding differential 
because it brought to our waterfront, several years ago, an immense conversion 
contract. For a period of about 2 years, it actually increased employment in 
our shipyards by perhaps 1,000 skilled workmen. 

More important, though, the 6-percent differential guarantees that local Port- 
land contractors will always have an equal chance to compete with other yards 
for work and, within the framework of competitive bidding, will get a fair share 
of the available, federally subsidized construction and conversion work. 

We can appreciate that communities on the eastern seaboard have this same 
interest with respect to their own facilities. However, evaluating the factual 
information presented at this hearing by the Western Shipbuilding Association 
and numerous others, I believe it can be clearly established that the differential 
does not give the west coast any advantage over other coasts. 

Quite the opposite; without such legislation, you will in effect be giving the 
South and the East a cost advantage in shipyard work that we on the west coast 
will not be able to overcome. 

As you may know, Portland is one of the four major port areas of the Pacific 
coast. It has some of the finest cargo terminal and ship repair facilities in the 
entire United States. Portland is far and away the largest of the Pacific ports 
in terms of total deep draft foreign commerce. tI is one of the Nation’s five 
largest grain handlers, and is properly the maritime keystone of the second 
greatest river system in the entire United States. 

We tend to think of ports primarily in terms of their vessel traffic and the 
volume of cargo. Yet, as all of you know, a major seaport has to have many 
other elements, including adequate depth in controlling channels, abundant 
Service by all other basic modes of transportation, proximity to surrounding 
markets and production areas, and so forth. 
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The service offered by shipbuilding and ship repair concerns is one of these 
essential elements—one of the spokes of this great wheel of port operations. With. 
out it, the entire operation is jeopardized. 

This became evident to Portland almost 60 years ago, and was the principal 
reason why it was necessary for the public in Portland to get into the ship repair 
business. There have been public-owned drydocks and repair facilities in the 
city since 1904; this is a unique operation, for shipbuilding, ship repair, and ship 
conversion work remain the domain of private enterprise. 

Portland’s public facilities are leased to all contractors on equal terms, with 
tariff rates established for such items as drydock usage and berthage which 
are the same as those in Seattle, San Francisco, and other western cities. 

For this reason, Portland’s citizens have a particularly strong interest in the 
subject presently under discussion. We have a public investment of about $10 
million in ship repair facilities which we seek to protect by insuring nationwide 
competition in this kind of work. 

That’s a point that can’t be stressed too often. All we are asking is the right 
to compete equally, a right which the Federal Government, in operation of count- 
less regulatory agencies, boards, and Commissions, has recognized and promoted 
for years. 

We are also asking that you consider, when you make your decision, that far 
more than just the economic welfare of west coast shipbuilders is at stake, 
though this itself is of unquestioned importance. Think as well of the importance 
of this industry to the communities involved, and the incalculable worth of having 
adequate building and repairing capability for the convenience of steamship 
companies, and for the national security in these times of ever-present interna- 
tional turmoil. 

If you question the differential, then you must also question the entire frame- 
work of law which seeks to help American ports and shipping lines do their best 
in the face of terrific competition from abroad. If you feel as we do that our 
merchant marine and our ports are in effect an irreplaceable national resource 
deserving of all the help the Federal Government can muster, then you must 
conclude that the differential is as important to this country as are our essen- 
tial ocean trade routes, our entire American-flag shipbuilding program and our 
whole future in ocean commerce. 

Gentlemen, the city of Portland deeply appreciates the opportunity it has 
been given to discuss this most important measure with you. Thank you. 


PACIFIC COAST SHIPBUILDING 


STATEMENT BY THE PORTLAND COMMISSION ON RETENTION OF THE 6-PERCENT 
SHIPBUILDING DIFFERENTIAL 


Gentlemen, my name is Dennis Lindsay. I am president of the Port of Pott 
land Commission, and my statement is presented for the record of this hearing 
by a representative of the Western Shipbuilding Association. 

The port of Portland is a public port authority, a rather unusual entity 
among ports in that one of its major maritime activities is the operation of a 
large ship repair yard in the central Portland Harbor. 

We are not in the business of ship repair and conversion as such, for all the 
work at our $10 million facility is accomplished by private contractors, leasing 
our facilities. At the same time, the amount of business the private firms do, 
and their future prospects, are of direct concern to us. Their work brings us 
our revenue, and is the public’s only means of amortizing its investment in 
this unique plant. 

Portland is a growing port, with a great deal of faith in what the future holds. 
We are just now designing a large new floating drydock of 24,000-ton lift ca- 
pacity which will be, when completed 3 years hence, probably the largest floating 
dock on the Pacific coast. This will involve an investment of another $7 mil- 
lion and, considering the need for related facility expansion, our ship repair 
yard investment probably will be close to $20 million by 1965. 

This, of course, is over and above the private investment in shipyard facilities 
in our port and the lower Columbia River generally, where there are five active 
building, repair, and conversion contractors of substantial size, and many smaller 
firms specializing on one or more phases of the work. 

To give you some idea of our area’s ship repair and conversion volume, Port- 
land contractors have performed work on almost 1,700 vessels during the past 5 
years, of which slightly more than 1,100 were of more than 1,000 gross tons 
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(most of these large freighters and tankers). The value of this work to the 
community may be seen in the fact industry gross receipts—which also include 
a good deal of small vessel construction—were more than $101 million for the 
past 5 years, of which almost $40 million was direct payroll. } 

In this important industrial activity, that section of the Merchant Marine 
Act of 1936 which provides for a 6-percent differential in subsidized construc- 
tion contracts in favor of west coast shipyards is an absolutely essential 
foundation stone. The west coast is competitive, but only in the sense that costs 
and services offered are much the same from one port to another in Washington, 
Oregon, and California. The west coast is not competitive with gulf and east 
coast shipyards, as you well know, because of generally higher wages and trans- 
portation charges. : 

The facility investment I have referred to in Portland alone has been predi- 
eated on the equalizing differential factor. Our plans for future expansion of 
this industry have always assumed that the Federal Government would continue 
its policy of insuring competition in building, and that our contractors would 
have the opportunity to bid on something approaching equal terms against others. 
If the differential is lost, the entire industry is threatened with curtailment, and 
some of its components would sooner or later be eliminated. 

We do not believe that the members of the House Merchant Marine and Fish- 
eries Committee need be reminded of the present difficulties of the American 
merchant marine, the existing depressed condition of shipping and ship repairing 
work, or the disadvantage at which all American shipyards operate in the light 
of shipbuilding costs in foreign yards. And we do not see how the national 
interest would be served if the west coast were further depressed by loss of the 
differential. 

This is not a question of economy, for the increased competition offered by 
western yards will more than offset any additional cost involved in the applica- 
tion of the differential. Portland contractors alone, by virtue of their ability 
to compete with other western yards, save the Federal Government alone more 
than $400,000 in lower contract costs. 

This is not a question of creating a regional advantage, for the west coast is at 
a continuing disadvantage which the application of the differential only partially 
erases. The east and south might temporarily profit by its elimination, but the 
Nation (of which all regions are a part) would suffer irreparable harm. 

This is not a question involving only the shipyard operators themselves, for 
the transportation lines they serve, the communications they support with em- 
ployment, and purchases and taxes and the entire national maritime effort de 
pends on an active, expanding, and well-dispersed shipbuilding and ship repair 
potential. 

It is the Port of Portland Commission’s hope that the existing 6-percent 
shipbuilding differential will be recognized in this light by the committee, as one 


of our most reasonable and essential Federal maritime policies. We urge that it 
be continued. 


Thank you. 


Topp SHIPYARDS COoORP., 


Washington, D.C., June 14, 1960. 
Hon. Hersert C. BONNER, 


Chairman, House Committee on Merchant Marine and Fisheries, 
Old House Office Building, Washington, D.C. 


DeAR CONGRESSMAN Bonner: As treasurer of the Western Shipbuilding Asso- 
ciation, I have been asked to hand to you, with the request from Governor 
Brown that it be incorporated in the hearings on H.R. 8093, the attached copy of 
the statement by him, registering his opposition to repeal of section 502(d) of 
the Merchant Marine Act. 

Sincerely, 


Rospert E. MAYER. 


STATEMENT OF Hon. EpMuND G. Brown, Governor, STATE OF CALIFORNIA, 
RELATIVE TO H:R. 8093 AND RELATED BILLS 


I have instructed my office to forward this statement to Mr. Louis Ets-Hokin 
of San Francisco, president of the Western Shipbuilding Association, for filing 
with your committee, to register our opposition to H.R. 8093 and related bills, 
which would repeal section.502(d) of the Merchant Marine Act of 1936. 











240 PACIFIC COAST SHIPBUILDING 


The office of your chairman has had some communications from my office on 
the issue involved in the bill before you. Those communications left no doubt 
that in my capacity as Governor of our State I am opposed to the passage of this 
dill. They also urged your committee to come to the Pacific coast to hold these 
hearings, since we felt you might obtain a clearer picture of our situation by 
coming to the area. We understand fully that in this busy year you could not 
hold hearings on the Pacific coast, and therefore ask permission to have this 
statement incorporated in the record of your hearings. 

The issues before your committee have been researched carefully by people in 
the East and people in the West. Your record by now contains a substantia] 
amount of statistical information which you must study and evaluate. It ig my 
understanding that in general the eastern and gulf yards claim that there is no 
cost differential between the Pacific coast and other areas in the building of a 
modern merchant vessel, any differential that did exist having long since dis. 
appeared with the willingness of large turbine manufacturers to deliver any 
place in the United States for the same price; with the establishment of ste} 
mills on the Pacific coast and with other industrial developments coming about 
since the passage of this act in 1936. In countering this, I understand that the 
western yards have produced actual cost information on steel, components, and 
labor, and have come up with a cost differential of more than the 6 percent pro- 
vided for in section 502(d) of the Merchant Marine Act of 1936, the section which 
would be repealed by H.R. 8093 and other bills before you. 

From the standpoint of the office of the Governor of our State, my remarks will 
‘be limited to the public policy question involved. That question is simply 
whether the Congress and the administration are willing to do all within their 
power to administer a Government-financed shipbuilding program in such a man- 
ner as to distribute the work resulting from this program among the coastal 
areas of the United States in a manner best serving the welfare of the United 
States. 

In the case of this program, the welfare of the United States is defined in terms 
-of the defense of the Nation. The defense aspect here is the maintenance of 
shipyard facilities and skills in the various coastal areas in the same proportion as 
the “projected mobilization base” for that area represents a part of the entire 
national mobilization base. 

This seems to be the first thing for the Congress and the administration to do; 
that is, to agree as to whether this is the issue and whether the above is a 
correct statement of the public policy question involved. The record of hearings 
‘before this committee and the very wording of another statute, section 502(f) 
(Public Law 805) seem to leave no doubt that this is a correct statement of 
public policy. 

It seems clear from this then that the measure of the projected mobilization 
requirements of the Pacific coast must be determined. Apparently this has 
already been done, since there have been six ships awarded to Pacific coast yards 
under section 502(f), and awards are made under this statute, by its own lan- 
guage, only when the shipyard activity in a given area is so low as to fall below 
the projected mobilization requirements for the area. Another indication that 
this measure has been made is the fact that the Maritime Administrator early 
this year commented publicly in San Francisco that he saw no early possibility 
of section 502(f) being invoked again soon, since the Pacific coast was already 
enjoying a certain percentage of all of the contracts let under this Government- 
financed program. 

There has been or will be placed before you by the Pacific coast yards two meas 
ures of the relative defense importance of the Pacific coast, as indicated by Navy 
operations. These are relative number of naval shipyard employees and relative 
amounts of moneys in the working capital fund of the Navy for the Atlantic and 
the Pacific coasts. Generally these two measures showed a ratio of 60—40; that 
is, 60 for the Atlantic and 40 for the Pacific. It would seem strange indeed, if the 
defense mobilization requirements for the two areas differ greatly from these 
‘figures. 

Assuming that this is a correct statement of the issue, and assuming that the 
defense mobilization requirement for the Pacific coast is in the neighborhood of 
the Navy measures indicated above, then it seems clear that a repeal of the 
6 percent differential would result in less awards to the Pacific coast than would 
‘be warranted by its defense posture. This seems true, since of the 18 ships now 
building on the Pacific coast, 5 came to us from the application of this 6 percent 
differential. With these 18 building, as against some 49 in the Atlantic-gulf 
areas, the Pacific coast is participating to the extent of some 27 percent of the 
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total building going on. If the 5 vessels were not building on our coast as a 
result of 502(d), then we would be building but 13 of the same total (those 5 
would have gone to the Atlantic-gulf) or some 16 percent. Both the 27 percent 
and the 16 percent figure must surely be well below the defense mobilization 

uirements of the Pacific coast in shipbuilding matters, in view of the role 
of the Pacific coast in this activity in World War I and World War II, in both of 
which conflicts the Pacific coast built close to 50 percent of the ships. 

It should be acknowledged, of course, that had there been no 6 percent differ- 
ential statute when the awards mentioned above were under consideration then 
possibly more ships would have come to the Pacific under the operation of 502(f). 

However, the record does not indicate that the Maritime Administration and 
office of the Secretary of Commerce are disposed to use this statute as it was 
jntended, unless, of course, the defense mobilization base of the Pacific coast 
in shipbuilding is only 27 percent of the total for the Nation. 

It would seem clear that if our statement of the public policy question is 
correct, and if the defense mobilization base of the Pacific coast is some figure 
near 40 percent, then this committee has before it the problem of so legislating 
as to require the administration to allocate the shipbuilding contracts in accord- 
ance with the law. And we are told that the Maritime Administration has 
already stated that it does not like section 502(f), since it is a law requiring 
interpretation, and results in heavy political pressures each time it is brought 
under consideration. 

The only legislative solution which would appéar to directly meet the problem 
would be to amend section 502(f) so as to make it mandatory upon the Depart- 
ment of Commerce to award the contracts under this program in direct pro- 
portion to the defense mobilization requirements of each area as set down by 
the Secretary of Defense. This would eliminate pressure on the Maritime 
Administration, and it would not seem that the various shipbuilding companies: 
in the United States would presume to pressure the Department of Defense in a 
technical military finding as to the relative defense mobilization bases of various 
areas of the country. 

If this were done, then 40 percent, or some 102 of the remaining 256 ships 
under this program would be built on the Pacific coast, which, at around $13 
million each, would mean $132 million in contracts, in contrast with about 50 
ships. 

If the committee cannot meet the problem this directly, or if for some reasom 
not known to my offices this would not be practical then it would seem that the 
only alternative way of assuring that some reasonable proportion of this pro- 
gram come to the Pacific coast would be by strengthening the 6 percent differ- 
ential along the lines suggested by the Shelley bill now before you, H.R. 9899. 
This bill would eliminate from the application of the 6 percent the requirement 
that the line for which the ship is being built be home-officed on the Pacific 
coast. Another limitation in the statute is that the ship under consideration 
must be intended for Pacific coast trades of one kind or another. Both limita- 
tions should come out of the law, and then the Pacific coast yards would be on 
an equal competitive basis with others on the entire 294-ship program, instead’ 
of on only some 50 of that total. Admittedly this does not meet the problem 
as squarely, but it does provide a factor which might move in the direction 
of a solution, and conceivably could create a situation where all interests might 
join in seeking the more direct remedy suggested in this statement. 

I have refrained in this statement from dwelling at length on the population 
advances of the West, and I do not intend to burden you with that in this 
statement. I do feel, however, that it must be acknowledged that the popula- 
tion shift started by World War II is not going to cease now, but as the census 
figures show, has kept right on. As the West increases in its share of our total. 
national population, so it must increase in its defense mobilization base. And’ 
the Pacific area is that part of the world which is bound to develop faster now 
than that part of the world facing us on the Atlantic. This is so simply be 
cause Europe is already so far ahead of other areas in its industrial develop- 
ment. As the nations of Asia develop, and establish governments which can 
live with the free world—as surely they must one day—then there will be an 
even greater demand upon the maritime industry on the Pacific coast. This 
is a picture which cannot be ignored in legislating in the field of maritime 
matters. 

I should like to conclude by thanking this committee for providing the time 
for this statement to be heard, and to assure you that in the administration 
of my office as Governor of California, I shall strive at all times to avoid sec 
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tionalism and to exercise what influence this office has on the basis of the na- 
tional welfare. I have carefully examined this question and honestly fee] that 
our approach to it cannot be called sectional. Our proposal follows the pattern 
of Public Law 805, which is a statute which never mentions the Pacific coast, 
nor any other coastal area, even though it was authored by Representative 
Mailliard, of California. Regardless of the section of the country involved, 
Public Law 805 would award shipbuilding programs to it if its shipbuilding 
were lagging below its defense base. This is an overall national approach, 
We propose that it be strengthened and that opportunities for political pressure 
in its application be eliminated. 


STATEMENT OF MILTON F. FILLIUS, JR., EXECUTIVE VICE PRESI. 
DENT, NATIONAL STEEL & SHIPBUILDING CO., SAN DIEGO, CALIF, 


Mr. Fitutus. Mr. Chairman and members of the committee, my 
name is Milton F. Fillius, Jr. I am employed as executive vice presi- 
dent of National Steel & Shipbuilding Co., of San Diego, Calif., and 
am here representing that firm. 

Before briefly discussing with you the current shipbuilding pic- 
ture on the west coast and its apparent future, I should like to add 
my appreciation to that of the witnesses who have preceded me and 
will follow me for the consideration of this committee in permitting 
representatives of the west coast maritime industry to appear and 
discuss their point of view with respect to the so-called 6-percent 
differential. 

With but minor exceptions, there had been no major shipbuilding 
contracts awarded in California from the end of World War IT until 
the year 1958. As a result, the shipbuilding facilities and skilled 
manpower resources developed during the war deteriorated almost 
to the vanishing point. Whereas there were over 160,000 wage and 
salary workers employed in California shipyards at the end of World 
War II, there were only 12,000 who remained in that industry as of 
September 1957. These statistics may be found in the records of the 
Califernia Department of Industrial Relations, Division of Labor 
Statistics and Research. 

When it was indicated in 1957 that the U.S. Government had de- 
cided to sponsor construction of certain cargo and cargo-passenger 
merchant vessels, certain California shipbuilders, including our com- 
pany, decided to reactivate the deteriorating facilities in our State 
and to attempt to participate in this new ship construction program. 
We invested millions of dollars in facilities and sought to retrain 
and rebuild the skilled manpower which we believed to be still avail- 
able to us. Our company believed that the so-called 6-percent. differ- 
ential afforded opportunities for west coast shipbuilders on certain 
vessels, and that the application of what is known as Public Law 
805 afforded some assurance that we would be enabled to compete 
effectively for the available nationwide construction contracts if we 
solved the problems of facilities and manpower. We have done our 
best to solve these problems and we are now attempting to secure our 
fair share of shipbuilding contracts. The attempt of our eastern 
competitors to eliminate the 6-percent differential constitutes a threat 
to the very existence of west coast shipbuilders and the reactivated 
industry which we have brought into being. 

With this statement, I am submitting an exhibit which was pre- 
pared from information compiled by the Shipbuilders Council of 
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America (chart). I believe we have a blown-up copy of it here just 
behind me. 

This sets forth the status of oceangoing vessels under construction 
in the shipyards of the United States by the eastern and western 
regions of our country. This exhibit reveals that 49 ships are cur- 
rently building in Atlantic and gulf coast yards, while only 18 are 
building on the Pacific coast. 

(The exhibit referred to will be found on p. 246.) 

Since the preparation of this exhibit, there have been four ships 
awarded to Newport News by the States Steamship Lines, and one 
additional vessel awarded to Sun Shipbuilding by the Moore McCor- 
mack Lines, bringing the relative numbers to 54 for the east and 18 for 
the west. The numbers alone are frightening when considered from 
the point of view of Pacific coast shipyard operators, but they are made 
much more fearful by the fact that of the 18 under construction on 
the Pacific coast, 11 of them were awarded to our western shipyards 
by application of the 6 percent differential or by an allocation under 
what is popularly known as Public Law 805. 

Since there has been little or no major shipbuilding work on the west 
coast since the conclusion of World War II, there can be no question, it 
seems to me, but that the tremendous facilities of the West would have 
remained dormant and would have lost the last trace of the skilled 
sources of manpower developed in World War II, had these two stat- 
utes not been on the books and not been applied for the purpose of 
renewing our west coast industry. 

Without the stalwart firmness of the Maritime Administration in 
applying these two laws, the Pacific coast would now have under con- 
struction only seven vessels and we could, indeed, look with shame 
upon our country so ill prepared to support its national defense and 
commerce as would then have been the case. With these facts in mind, 
it is inconceivable to me and to the rest of my associates in the west 
coast ganas that the Congress of these United States should consider 
repealing either of these sections of the Merchant Marine Act. 

fy company is proud, as I am sure the other Pacific coast ship- 
builders are proud, that we have been able to revitalize the shipbuild- 
ing industry on this coast to some extent. In the current year it is 
estimated that the total wage and salary workers employed in Pacific 
coast shipyards approximates 15,000. Old facilities have been rebuilt 
and new ones have been produced to build ships of the best quality. 
We know that this improvement in re-creation of the shipbuilding in- 
dustry has been of great importance and great benefit to the economy 
of the Pacific coast. More important, however, is the fact that this 
reborn industry greatly increased the national defense potential of the 
United States in the matter of new ship construction so vital in time of 
emergency. Old skills are now being retrained and new ones are being 
created as the thousands engaged in west coast shipbuilding learn the 
new methods and techniques developed in the art of building modern 
vessels for use in peace or in war. 

With respect to the future of Pacific coast shipbuilding, we must 
look to the proposed Government shipbuilding program for American 
subsidized lines for the bulk of our business. With this statement, I 
am also submitting a table (table A) which details the present condi- 
tion of the ship replacement program and sets out the remaining 
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vessels to be constructed under existing obligations to the Maritime 
Administration, with those vessels to be constructed by Pacific coast 
home-officed lines set out separately. 

It is interesting to note that, of the 294 ships under obligation, 38 
are now under contract or awarded, and 256 remain to be constructed 
during the balance of the program. The 6-percent differential which 
has caused so much concern among our eastern brethren will apply to 
a maximum of 44 of these remaining ships. If our western yards were 
to obtain all 44 of these vessels, they would be getting one for every 
five awarded to eastern yards. You are, in fact, being asked to remove 
a statute of long standing because it might have the effect of providing 
the aggregate shipbuilding facilities of the west coast with something 
less than three ships a year during the remaining 17 years of the 
replacement pete Except as a matter of selfish economic concern 
designed to eliminate west coast competition, how can this be a matter 
of such grave concern to eastern yards? Of course, the foregoing 
assumes that the west coast yards will be successful in every bid upon 
which the 6-percent differential can be applied. Obviously, this does 
not follow, as is evidenced by the award of four ships by the west 
coast home-ofticed States Steamship Lines to Newport News here on 
the east coast. 

The current shipbuilding picture is bleak indeed for those of us who 
operate our businesses on the west coast, and rather than consider the 
repeal of a measure which, for sound public policy reasons, is designed 
to aid the development. and maintenance of the Pacific coast industry, 
it would seem to me that this committee of the Congress might better 
consider ways and means of spurring the growth of the Pacific coast 
shipbuilding industry, the seed for which has been planted, by some 
method of allocation or by broadening the application of the 6-percent 
differential. 

While we believe that retention of these statutes is essential to the 
continued existence of our west coast shipbuilding industry, we are 
also convinced that it is in the public interest that these statutes remain 
on the books. Any crippling of the ability of west coast shipyards to 
compete for nationwide ship construction under a system which has 
proved its wisdom over the years, would destroy an industry which has 
great. present and potential value to the Government and the people 
of the United States. It is sound business and military planning that 
the shipbuilding industry of this Nation should be distributed in some 
fair proportion between the various sections of this country. It 
should not be concentrated in any particular geographical area. Any 
insistence upon elimination of the 6-percent differential would be a 
disregard of this principle. 

The next witness will discuss ways and means by which greater bal- 
ance can be achieved in the shipbuilding industry by encouragement of 
further growth and development of west coast potential. As for my 

art, I should like to reiterate my appreciation to this committee in 

earing my views. Iam confident that when you have reviewed all of 
the facts and arguments, you will decide that the public interest 
requires preservation and improvement of the present statutory meth- 
ods of allocation and application of differentials in the ship construc- 
tion industry of the United States. 
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Taste A.—American flag subsidized lines shipbuilding program (obligations to 
MARAD) as of January 1, 1960 














Total | 

ships 

1, American Export... 30 | 
2. American Mail }_._. 8 
3, American President Lines !_} 21 
.4. Farrell Lines- -- 16 
5. Grace Line 31 
6. Gulf & S.A-- 5 
7. Lykes Bros--- 53 
8. Mississippi Ship---- 13 
9. Moore-McCormack- 43 
10, Oceanic !-- 4 
11. Pacific Far East-- 9 
12, States Steamship !____ 13 
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CHART"C" 


OCEAN-GOING VESSELS UNDER CONSTRUCTION OR AWARDED | 


U.S. YARDS 





AMERICAN EXPORT LINES 2 
J.M. CARRAS ! 
COLMAR | 
COLONIAL TANKERS | 
CONTAINERSHIPS 2 
ESSO 2 
GULF OIL 4 
HERCULES TANKERS 3 
INLAND STEEL | 
LYKES 9 
MANHATTAN TANKERS | 
MARINE TRANSPORT | 
MARAD | 
MOORE MAC 5 
MISSISSIPPI SHIPPING 3 
NEWPORT TANKERS \ 
OCEAN TANKERS | 
OVERSEAS OIL TRANSPORT | 
SUN OIL 2 
STATES LINE 4 
VICTORY CARRIERS a 


ALBATROSS TANKERS | q 
AMERICAN PRESIDENT LINES 2 (502f) 
AMERICAN EXPORT LINES 6 (2-502f) 
AMERICAN MAIL LINE 3 (502d) 
MOORE MAG 2 (S02f) 
PENN TANKERS I 

PACIFIC FAR EAST 2 (502d) 
U. S. GOVERNMENT | 


i 
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Source Shipbuilders Council of America 


The CHamman. Have you questions, Mr. Tollefson? 
Mr. Touierson. I have just one question, Mr. Chairman, 
I take it from your statement that you would not object to some 


system of allocation not utilizing the 6 percent differential provision. 


Mr. Fixirus. That would be a correct interpretation, Mr, Tollefson; 


yes, sir. 


Mr. Toxierson. In other words, if the Maritime Administration, 


taking into consideration the shipbuilding facilities on all coasts, 


~~ ~*~ fF 


as af a a 








PACIFIC COAST SHIPBUILDING 247 


should conclude that 25 percent, say, of ship construction in which the 
Government’s funds are involved should be done on the west coast, 
do you think that that would be acceptable to your people on the 
coast, not fixing the 25 percent as the figure that they would arrive 

a 
MMe. Fruuivs. I would not care to state a firm opinion as to the per- 
centage. My personal opinion is that 25 percent is too low. How- 
ever, a system devised to provide the proper checks and balances in 
determining what is equitable in the distribution of this type of work 
as far as I am concerned would be acceptable; yes, sir. 

Mr. Touierson. In that event, if that procedure were followed, 
there would be eliminated the disappointment of a gulf coast yard 
or an east coast yard being the low bidder and then having that bid 
taken away because of the 6 percent differential. That disappoint- 
ment would be eliminated then ; would it not? 

Mr. Friuuius. I would presume so, although I would be the first to 
say that, no matter who gets it, somebody is going to be disappointed, 
Iam afraid. 

Mr. Totterson. Now, in a system of allocation, would it be advis- 
able, in your opinion, for competitive bids to be offered by west coast 
yards for ships allocated there and east coast yards for ships allocated 
there? In other words, there would not be a contract awarded with- 
out competitive bidding. 

Is this your impression of how an allocation program should be 
carried out ? 

Mr. Fruxtus. I think in general terms, yes. I would have to say 
that I think any contract that was not awarded as a result of com- 

etitive bidding would be wrong. I think that has to remain. 

Vhether it can be localized or not would depend on the machinery 
of the allocation, I would think. 

Mr. Totierson. There are a number of yards on the west coast who 
could bid competitively on all of these replacement program ships; 
are there not ? 

Mr. Fiixivs. I did not catch whether you said “could” or “could 
not.” 

Mr. Totterson. Are there not on the west coast several yards which 
are capable of bidding competitively on any and all of the replacement 


am ships? 
oer. F earns Oh, yes, indeed. 

Mr. Tuomeson. Will the gentleman yield? 

Mr. Touuerson. Yes. 

Mr. Toompson. If they can bid competitively on such replacement 
construction, why, then, would the 6 percent be a needed factor by the 
west coast yards? 

Mr. Fruutus. Well, Mr. Thompson, I interpreted Mr. Tollefson’s 
question to be would there be enough yards on the west coast to com- 
pete as among themselves on any particular group of these ships, and 
my answer was restricted to that. 

Mr. THompson. The question was: Could they bid competitively ? 

Mr. Fittrus. Among themselves, yes. I did not mean to imply that 


they could also bid competitively with someone in another part of the 
country. 


Thank you for raising that. 
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Mr. Totierson. That, was the point, that I wanted to make that, if 
a system of allocation was followed, it would not be an allocation 
without competitive bids being involved so that the Government jn- 
terest would * protected. 

That is all. 

Mr. Tuompson. Mr. Fillius, when Puget Sound withdrew its low 
bid figure on the American President Lines contract did not Bethlehem 
San Francisco take up the contract ? 

Mr. Fruuivs. Is your question: Was Bethlehem’s price substantially 
the same? 

Mr. Tuompson. Yes. In my understanding it was. 

Mr. Fiuuius. I do not have any personal knowledge except from the 
bid results which were read at the time the bids were opened and my 
best recollection would be that Bethlehem was higher than Puget 
Sound and my recollection is that it was in the area of $300,000, but 
I would hasten to say that I do not have those figures at my fingertips. 

Mr. THompson. Have you in your operations ever computed the 
peer ae cost differential, say, between the west coast and the gulf 
coast ¢ 

Mr. Fixurvus. Specifically, I would have to say “No.” We have com- 
puted it between the west coast and the east coast including the gulf 
coast as a part thereof. There has been so far as I know, of my knowl- 
edge, no particular computation between the two. 

Mr. Tuompson. That is unusual. I would have thought that your 
coast people would have gone into all of this. 

Mr. Friu1vs. I am reminded of this: I know that labor costs are 
considerably less. I interpreted your question to mean, have we com- 
puted it to determine that there is a percentage in a given contract. 

Mr. Tuompson. In your opinion, do you think that labor costs 
should enter into this discussion at all? Labor was not considered 
when the statute in question now was passed. There was no thought 
of subsidizing labor in one part of the country as against another, and, 
inasmuch as labor was not considered when this act was passed and 
put on the books, do you think then that we should consider labor costs 
in a matter of a proposed repeal of this statute ? 

Mr. Fruuuivs. Well, it would be my opinion that you would have 
to consider all the costs that go into construction of a ship in deter- 
mining the degree of differential which exists between the east coast 
and the west coast. 

Mr. Tuompson. As a matter of fact, was there not a greater differ- 
ential in labor costs when this statute was passed than there is today?! 

Mr. Frixrus. Speaking from hearsay, yes, I understand that there 
was a much greater difference. 

Mr. THompson. Yet there is no question of labor costs in any of the 
legislative history of the act that is on the books today. 

Mr. Firurus. My examination would confirm that. 

Mr. THompson. So that, then, the cost of labor should not enter 
into the question as to whether or not this repeal should be passed. 

Mr. Fixurvus. I would not agree with that, sir. I do not suppose 
that either of us know really whether labor was actually considered. 
It certainly was not mentioned in any of the testimony that I have 
seen. 

Mr. THompson. Correct. 
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Mr. Futuris. It is true, so far as I know, that the differential be- 
tween labor costs was greater then than it is now, but I think, if you 
are talking about a differential to apply to the cost of constructing 
a ship, it is rather difficult for me to see how you can consic. +r it with- 
out considering the entire cost of the ship. ‘That certainly includes 
labor cost. ae 

Mr. TuHompson. Of course, the Government subsidizes agriculture 
toa large extent. You are able to raise cotton in the West at a much 
cheaper labor cost than we are in the South. fl 

Would you follow through and say that labor cost and productivity 
should be a factor in the subsidizing of agricultural crops with a dif- 
ferential shown for each section ? 

Mr. Fruutvs. I would prefer not to get into that agricultural ques- 
tion, but I would say in principle it is the same thing. I think, how- 
ever, that the data which our group prepared in computing what we 
believed the differential to actually be, 7-plus percent, can justify 
the 6-percent differential without reference to labor, and I think 
perhaps that is an academic point; but I would say in principle that 
it should be included. 

Mr. Tuompson. There is a 7-percent differential, you say, without 
labor ¢ 

Mr. Fruiutvus. I think you can justify the 6 percent without the 
labor differential being in it. 

Mr. THompson. Of course, that does not square with the testimony 
received by this committee earlier from previous witnesses. 

Mr. Petiy. Will the gentleman yield ? 

Mr. THompson. Yes. 

Mr. Petuy. Possibly the gentleman was not here but in the testi- 
mony that we had on Monday, the figure of 6.76-percent difference 
between the west coast and east coast on material was used. 

Mr. Asutey. That was by the west coast. 

Mr. THompson. I understand, but I wonder whether all the costs 
were taken into consideration on that. On lumber alone there are 
fabulous amounts of lumber used in the construction of the ship. 

Mr. Petty. About 114 percent. 

Mr. Tuompson. For parts of the construction that are necessary. 

Mr. Petxy. A half of 1 percent. 

Mr. Toomrson. Almost all of that used on the gulf and east coasts 
comes from the west coast at a much cheaper price than we would 
have to pay in our own areas. Considering deck machinery and other 
things, is 1t not true that the west coast manufactures most of these 
parts of the ship and they are even bought by the east and gulf coast 
people from the west coast? I do not think that we have correlated 
information given earlier some weeks ago and what Mr. Pelly indi- 
cated was given Monday on the 6 or 7 percent differential of materials. 
That, of course, can be checked, but there is a divergence of opinion 
among the witnesses at least on this difference in cost because it was 
not indicated by other witnesses that it existed. 

Mr. Finurus. Mr. Thompson, I am sure there is a difference of 
opinion between the witnesses. 

We have prepared some figures which were put together by the 
study group of the Western Shipbuilding Association and they, I 
understand, were submitted last Monday and if not I am sure they 
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will be; and we certainly welcome any unbiased audit of those figures 
to determine the question. I feel that that probably is the only way 
that you could satisfy yourself as to what the real answer is because 
the witnesses will disagree. 

Mr. Tuomeson. Of course, you understand that I think the attitude 
of every member of this committee is to see a thriving shipbuilding 
business needed to replace our fleets and the west coast is very im- 
portant to the economy of this whole country but the 6-percent differ- 
ential, do you not think philosophically, takes away somewhat from 
the incentive of competitive bidding and the free enterprise system? 

When the statute was passed perhaps there was a good and valid 
reason for it but since the steel mills and deck machinery manufactur- 
ing are on the west coast, you have every advantage other than the 
6-percent differential which I would like to see checked by competent 
people in Washington. Maritime no doubt can give us those figures, 
and I would like them, Mr. Chairman. But in some cases, some of 
your west coast yards, Puget Sound, for instance, in 1956 were 
awarded a contract for two destroyers on a competitive low bid. How 
were they able to do this or did they lose money on them ? 

Mr. Friurvs. Iam afraid I do not know. 

Mr. Tuompson. They were awarded a contract for two destroyers 
on a low bid basis. 

Mr. Fiturus. To be honest with you, I do not know that either. 
There will be a witness from Puget Sound appearing before this com- 
mittee and I think he can answer that question. 

Mr. THompson. That is all right. 

Mr. Fixurvus. That is competitive negotiation and I am not really 
sure who was the low bidder. 

Mr. TuHompson. That isall I have, Mr. Chairman. 

The Cuatrman. Mr. Van Pelt. 

Mr. Van Pett. I have no questions. 

The Cuatrman. Mr. Miller. 

Mr. Mutter. I have no questions. 

The Cuarrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The CuarrMan. Mr. Ashley. 

Mr. Asutey. I have just one question, Mr. Chairman. 

You feel strongly, of course, that the 6-percent differential should 
be retained for west coast shipbuilders under this program, on the 
basis pretty much as I understand it that it is in the national interest 
from the standpoint of preservation of facilities which may be essen- 
tial in time of national emergency. With the new fourth seacoast, 
the Great Lakes, opened up by the St. Lawrence Seaway, do you think 
that if the same facts upon which you base your argument should 
present themselves that the Great Lakes yards, too, should receive a 
subsidy differential ? 

Mr. Fixrus. I would say that I do not believe I am qualified to 
answer that, Mr. Ashley. I think the determination probably should 
be made on the basis of national defense. The Department of the 
Navy has oft expressed itself as to the tremendous value which it 
believes the Pacific coast yards have with respect to our national 
defense. Whether the Great Lakes, because of their relatively land- 
locked area and some difficulties of navigation have that same value 
or not, I am not qualified to say. 
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It would be my offhand opinion that they do not. 

Mr. Asutry. Do you think that you would give the same answer 
with respect to subsidizing the aircraft industry in other parts of the 
country for the sake of diversification ? 

Mr. Fruurus. I think that is a question of defense planning that 
Iam really not qualified to answer. 

Mr. Asutey. But, on the basis of defense, you do think that the 
6-percent differential should be retained. That is your basis. 

Mr. Fruxrus. That certainly is one of the great foundations for it; 
yes, sir. f 

Mr. Asutey. Thank you very much. 

Mr. Tuomrson. Will the gentleman yield ? 

Would that be defense of the west coast industry or defense of the 
country ? 

Mr. Frizzvus. I am for both, Mr. Thompson. I am first of all for 
defense of the country, however. 

Mr. THomeson. Of course, we all are. 

May I have one more question, Mr. Chairman ? 

The CuatrmMan. Mr. Ashley? 

Mr. Asutury. I yield to the gentleman. 

Mr. THomrson. About what percentage of the cost of the construc- 
tion of a ship is material and what percentage is labor, in your exper- 
ience ¢ 

Mr. Fiuius. Well, we have put our best brains together and come 
up with a figure that 59 percent of it is material. 

Mr. Tuompson. If your figure of, say, between 6- and 7-percent 
differential is accurate, then if there should be a subsidy, and I am 
not agreeing that there should be, that would only be about three- 
quarters of a percent that would be needed. 

Mr. Fiturus. Without the labor. 

Mr. THompson. Without the labor. 

Mr. Fituivus. The labor is 7.5 percent. 

Mr. Tuompson. Then if the subsidy were solely for the cost of 
materials actually the 3 percent would be more accurate even than 6? 

Mr. Finiius. Except that that to me is sort of like taking a raw 
egg and cutting it in half and trying to take the yolk out of it. 
I do not really see how you can talk about a differential for the 
cost of constructing a ship and say the differential only applies to 
part of the ship. 

Mr. THomeson. Then on deck machinery: manufactured on the 
west coast, would the other manufacturers be given the opportunity 
to come here and show where their costs are greater on deck ma- 
chinery than it is on the west coast and be allowed a differential ? 

Mr. Finirus. Again, part of my answer is hearsay. The only 
major deck machinery manufacturer with which I am familiar on 
the west coast would be Western Gear and my understanding from 
many discussions with them is that they sell their equipment on the 
east coast for the same price as they sell it on the west coast and 
they equalize their price, in other words. 

Mr. Tuompson. Is that not true of General Electric and other 
manufacturers of component parts, turbines, engines, motors ? 

Mr. Fitirus. Specifically with respect to General Electric, with 
whom I have conversed on this subject, they tell me the answer is 
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“Yes.” To what extent it goes beyond that I honestly do not know 
but I would hasten to state with respect to deck machinery that, in 
many instances, even though our company particularly would like to 
be buying it from Western Gear, we are unable to do so for numbers 
of reasons, owners’ preference and what not. 

Mr. THompson. But your statement was that the price is equalized 
to any point in the United States ? 

Mr. Fixirus. Yes, sir. It is my understanding, from highly quali- 
fied representatives of Western Gear, that they are selling a given 
winch for the same price in Pascagoula, Miss., or Newport News, as 
they are in San Diego. 

Mr. Tuompson. Then, the same is true of other equipment and 
machinery manufacturers ¢ 

Mr. Fixxtus. I can only say of my own knowledge that it is true 
of Western Gear and General Electric. You may well be right, sir, 
but I cannot qualify. 

Mr. Tuompson. Westinghouse ? 

Mr. Fruuivus. I do not know. We do not have too close a rela- 
tionship with them, so that I have never discussed it with them, but 
I would assume that, if General Electric does it, logically Westing- 
house must do it as well. 

Mr. Asutey. I have one final question, Mr. Chairman. 

Can you think of anything that is more inflationary than sub- 
sidizing the wage differential of labor in one section of the country 
as against another? Can you think of anything that is more in- 
flationary than that? 

Mr. Fiturus. Well, I think there are a lot of inflationary pressures, 
Mr. Ashley. We are not talking about enough of a factor, in my 
judgment, to be a very major factor with respect to the inflationary 
cycle if that be what we are still in. 

Mr. Asuuey. This is just a teeny weeny inflationary pressure. Is 
that what you are saying ? 

Mr. Friis. I think it is negligible as compared to others. 

Mr. Asuiry. Can you think of any other industry where there is 
this subsidy of differential of wage for labor ? 

Mr. Fiuurus. Specifically not, but I would say that indirectly it is 
probably true in a great many industries. 

Mr. THompson. Would the gentleman yield ? 

Mr. Asutey. Of course. 

Mr. Tuompson. I wonder if there is a subsidy of wage differential! 
There is no such thing under existing law. We may be bringing 
labor into this question but actually under the existing statute, it is 
not a subsidization of wage differentials. It is a subsidy solely on 
construction of materials under the existing statute. 

Mr. Asuury. This is what interests me because we have had no 
demonstration that a retention of the 6-percent differential is justi- 
fied on the basis of cost of material alone. We have had some of the 
most persuasive arguments presented by people who have obviously 
spent a good deal of time and money in preparation of their testi- 
mony and at no time have we had any such demonstration. 

This strikes me as being quite strange, frankly, because certainly 
you and your colleagues know that labor was not a basis of the orig- 
inal 6-percent differential and yet when you come in here there is 80 
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much said about the difference in wage differential when, as a matter 
of fact, from what we can gather, the difference in the cost of ma- 
terial has gradually come closer and closer together, speaking of the 
west coast and east coast in the last 25 years. 

Mr. Fruurvs. It has. 

Mr. Asutey. I think that is all I have, Mr. Chairman. 

The CuHatmrMANn. Mr. Ray. 

Mr. Ray. I have no questions, sir. 

The CuarrMan. Mr. Mailliard. 

Mr. Maiu1Arp. I do not have any questions, Mr. Chairman. I just 
want to compliment Mr. Fillius on a very excellent statement. I 
think perhaps I might ask him one question just to attempt to clarify 
this thing that is being kicked around. Jeng! 

If I understand your position, what you are saying is that, if the 
purpose of this 6-percent differential is to help to keep alive an indus- 
try that is necessary for national defense, then the differential, re- 
gardless of whether it is for material or labor or what, has to repre- 
sent something that is realistic as to the relative cost of building a 
ship in different parts of the country ? 

Mr. Fruurvus. That certainly is correct, and that is what I am say- 
ing. I do not think you can tear it apart. It is the entire cost and 
if there is valid reason in terms of public policy for supporting the 
industry, then I do not think it makes too much difference which it is. 

Mr. Maru1arp. In other words, if the material cost differential 
were 5 percent and the labor differential were 25 percent, you could 
have a 6-percent provision in here which would be very handsome for 
us to look at but it would not get us any shipbuilding? 

Mr. Fituius. That is right. 

Mr. Mamu1arp. That is all, Mr. Chairman. 

The Cuatrman. Mr. Zelenko. 

Mr. ZeLENKO. You agree, do you not, that the reason for the enact- 
ment of the legislation has disappeared ? 

Mr. Fiuxtrus. No,sir. I do not agree with that. 

Mr. ZeLENKO. Well, labor is not involved. The cost of material no 
longer is involved, is it? From what you have said, the cost of ma- 
terial is the same all over as it is on the west coast ? 

Mr. Fituius. No, if I may correct that impression, Mr. Zelenko, 
the actual cost differential in material between the east coast. and the 
west coast in accordance with the computations and studies which we 
made is 6.76 percent. Now, you may have gotten the contrary im- 
pression because we were talking about a couple of specific items of 
equipment. This is not true with respect to a number of other items 
that we did not discuss. 

For example, steel is more expensive on the west coast than it is on 
the east: coast. 

Mr. ZeLEnNKo. How much more expensive? 

Mr. Fruuivs. It is 13 percent higher. 

Mr. ZetenxKo. Steel that is made on the west coast or steel that is 
brought from the east coast? 

Mr. Frxu1us. Well, that is a composite figure. 

Mr. ZetenKo. I would like to know. 

Mr. Fitxirus. Based upon procuring all of the steel on the west 
coast that can be procured and procuring that which must be pro- 
cured elsewhere. 
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Mr. ZeLeENKO. Where do you people procure your steel ? 

Mr. Fiuurus. We procure something like 80 percent of the steel we 
use from Kaiser and Fontana. 

Mr. ZELENKO. Where is that located ? 

Mr. Finurvus. Just outside Los Angeles, roughly 100 miles from us, 
We procure perhaps another 10 percent to 12 percent from Columbia 
at Geneva in Utah and the balance comes from Chicago and from 
Baltimore and from Pennsylvania. 

Mr. Zecenko. Most of it, let us say over 90 percent you get from the 
west. coast ¢ 

Mr. Frixtvs. That is correct. 

Mr. Zetenxo. And are the prices for that steel 13 percent higher 
than the steel cost on the east coast, assuming that you got it all on the 
east: coast ? 

Mr. Friurvs. That figure is right around 10 percent. 

Mr. ZeLenKO. Ten percent more? 

Mr. Fitxtus. Yes, sir; for west coast steel. 

Mr. Minter. Would the gentleman yield at that point ? 

Mr. ZeLENKO. Yes. 

Mr. Mixer. Mr. Fillius told you that they get the next amount 
from Geneva. Geneva, as you know, is about as far from his opera- 
tion at San Diego as Chicago is from any of the operations on the 
west coast, and freight rates are much higher in mountain territories 
than on flat territories, is that correct ? 

Mr. Friuivus. Yes. 

Mr. Mirier. When we speak of the West, which is a rather big 
place, let us not confuse a place just outside of Salt Lake City with 
San Diego because it would be like talking about Kansas City or 
St. Louis with relation to New York. 

Mr. Tuompson. Would the gentleman yield ? 

Mr. Zevenko. I yield. 

Mr. Tuompson. About what percentage of the cost of a ship is 
reflected as the cost of heavy steel of which you are speaking? 

Mr. Finutus. Heavy steel ? 

Mr. Tompson. Yes. 

Mr. Friurus. Roughly 14 or 15 percent of it. 

Mr. Tuompson. Fourteen or fifteen percent of the cost when the cost 
is perhaps 10 percent greater would reduce it down to a 1- or 2-per- 
cent differential of the total cost of the ship. 

Mr. Friuuivs. Yes. 

Mr. Tuompson. Because only that small percentage is reflected in 
the cost of the steel. 

Mr. Fruuius. Yes. 

Mr. Mutter. I suggest that my friend get one of the statements put 
in the other day by the first witness for the Pacific coast which breaks 
this all down. 

Mr. Trrompson. Yes, but I wanted to get the gentleman’s opinion. 

Mr. Friis. I want to say that I subscribe heartily to the exhibit 
presented by Mr. Gilbride the other day. 

Mr. ZetenKo. Do you know whether any east coast yards have to 
buy their material on the west coast, if you know ? 

Mr. Finuius. Are you referring to steel, sir? 

Mr. ZeLenkKo. Yes. 





— a 


anes - be Ae 


_—— | 


ee ee ee ee ee 








PACIFIC COAST SHIPBUILDING 255 


Mr. Fruttus. So far as I know, there would be no reason whatso- 
ever for an east coast shipyard to buy any steel on the west coast. 

Mr. Zetenko. What other items do you say, Mr. Fillius, are of 
higher cost. on the west coast than on the east coast ? 

Mr. Fiuurus. Well, I think such things, as welding rod, pipes, pipe- 
fittings, nuts, bolts, all that sort of thing, are more expensive on the 
west coast. 

Mr. ZeELENKO. Does your company buy them on the west coast ? 

Mr. Fituivus. We do, yes. Our company policy is to buy everything 
we can on the west coast thereby attempting to keep freight costs down. 

Mr. ZetENKO. You mentioned before that one of the reasons that 
you did not purchase a certain type of equipment that you could have 
gotten perhaps in your area was what you called owner’s preference. 
That is, they want you to purchase it in some other area or from some- 
one else. Would that not also be true of shipyards on the east coast 
being confronted with the same problem ? 

Mr. Finutus. They are confronted with the same problems of owner’s 
preferences in equipment but, if I were sitting in Camden, N.J., let 
us say, and equipment manufactured in Philadelphia were specified 
and that was the owner’s preference, I am reasonably certain that I 
could get it a lot cheaper laid down in my yard in Camden, N.J., than 
I could that same piece of equipment laid down in my yard in San 


Diego. 
Mr. ZeveNKO. Do you have a yard in San Diego and one in New 
Jersey ? 


Mr. Fiturcs. No, sir. We have one in San Diego. 

Mr. ZeLtENKO. There are some companies, are there not, that have 
yards in both places, East and West ? 

Mr. Frurrus. Yes, there are. There are two, to my knowledge, 
Bethlehem and Todd. 

Mr. ZeLeENKO. What is the proportion of those companies to the 
general shipbuilding industry, let us say, on the coast? Are they 
sizable ? 

Mr. Firirivs. On the west coast ? 

Mr. ZeLenKo. Yes. 

Mr. Fiixrus. I would say that Bethlehem and Todd are both sizable 
segments of our industry, yes, sir. 

Mr. ZetenKo. Now, have those people appeared here? 

Mr. Fitirus. Mr. Gilbride, the president of Todd, was the first 
witness, I understand, who was heard on Monday of this week and 
presented the cost statement which has been referred to several times 
this morning. 

Mr. ZrtenKo. You see, what troubles me is this, and I am not inti- 
mately concerned with it except from a general picture, and I think 
this is part of the problem which may be part of your problem: If 
there is a strike going on the east coast, a company that has yards on 
both coasts can afford to engage in a labor dispute and close a yard 
on one coast and nevertheless not lose any company income by 
having their work done on the other coast. That would be Bethlehem, 
let us say, and perhaps Todd. 

Mr. Fitrirus. No. In the first place, I do not think that is a valid 
assumption that that could be. 

Second, Todd only maintains repair facilities on the east coast.. It 
does no building here. Its shipbuilding yards are all in the West. 








FOr BHEFEECEFI AR GE BF PL ETSM tat E a 


256 PACIFIC COAST SHIPBUILDING 


I am not sure that I am clear enough this morning, having flown 
all night, to see how you get the contract from the east coast to the west 
coast yard. 

Mr. ZeLenxo. I am speaking of an overall picture of the company, 
They could keep busy in one place and not have to be busy in another 
place. I do not want to go off on a tangent. 

Mr. Frixtrvs. I think, really, the answer to your question is that the 
rest of us who are going to be competing with them are not going to 
a them choose. They are going to have to compete with the regt 
of us. 

Mr. ZeLenKO. Are there instances where their east coast plant and 
west coast plant both compete for the job ? 

Mr. Fitxrvs. Yes, sir. 

Mr. Zevenxo. Have you any knowledge of which one got it in any 
particular instance ? 

Mr. Firxius. It has gone both ways, yes. 

Mr. Zeten«Ko. If it has gone both ways, then the 6-percent differ- 
ential does not make any difference. 

Let us say if a west coast yard is competing with an east coast yard 
belonging to the same company and an east coast yard gets it, then 
the 6-percent differential is of no moment, is it ? 

Mr. Fiiurus. Let me try and answer that this way: that I know of 
an instance in the current maritime program where Bethlehem bid 
on both coasts and where their bid on the east coast was low and they 
were awarded the job on the east coast. 

I know of another instance where they both again bid, east and west 
coast, where the 6-percent differential did apply and they were 
awarded the contract on the basis of that although they were not the 
low bidder. 

Mr. ZeLeNKo. You mean the west coast ? 

Mr. Fixurvs. Yes, sir. 

Mr. ZetenKo. Now, if the 6-percent differential is so important to 
you, why would it not be important to them? How could their east 
coast yard beat out their west coast yard on the same bid ? 

Mr. Fitxrus. Well, they could and do. 

Mr. ZevenKo. Well, if that is the case, does that not become a fac- 
tor in determining what should be done with this legislation? Ap- 
parently, it does not make a bit of difference if the west coast can 
compete on an equal basis with the east coast, and you have given me 
an example of where that is so. 

Mr. Firzrvs. No, they have only competed successfully with the 
east coast between the two Bethlehem yards when the 6-percent dif- 
ferential applied. Only in that instance has the west coast yard been 
able to compete with the east coast yard. 

Mr. ZevenKo. Perhaps I did not make myself understood. You 
have a west coast yard and an east coast yard belonging to the same 
company. 

Mr. Friutos. That is correct. 

Mr. Zetenko. And the west coast got that contract because of the 
6-percent differential. 

Mr. Fruuivs. Yes, sir. 

Mr. ZeLeEnKO. You gave one example of where the east coast got 
one. Was the 6-percent differential applicable there? 





= 


—- 


~~ ~*~ rp 








PACIFIC COAST SHIPBUILDING 257 


Mr. Frxtvus. No, sir. That was a case where they were clearly the 
low bidder nationwide on that particular contract to which I have 
reference and I do not recall the figures too clearly but my recollec- 
tion would be that, even if this had been an occasion where the 6 per- 
cent would have applied, I do not think they could have taken it on 
the west coast. 

Mr. ZeELENKO. Now, this is my last question. What percentage of 
the material in relation to the whole ship makes the difference in cost ? 

Congressman Thompson asked something along that line. 

On a great deal of the material there is no difference in cost. 

Mr. Fixurus. Well, according to our best calculations there is 
something like 27 percent of the material that would fall into the 
category of items that Congressman Thompson and I were talking 
about. 

Mr. ZetenkKo. Everything else would be equal. 

Mr. Fuuius. The 73 percent has varying factors for the various 

ortions of it but the 73 percent of material does have a definite 
¥ ferential of cost. 

Mr. ZetenKo. Thank you. 

Mr. Totterson. Will the gentleman yield ? 

Mr. ZeLeNKO. I yielded back the floor. 

The CuarrMan. Mr. Pelly. 

Mr. Petty. Mr. Fillius, was your company awarded a split contract 
under 502(f) so that you got certain ships and another shipyard on 
the east coast got certain similar vessels ? 

Mr. Fitxrus. That is correct, Mr. Pelly. 

Mr. Petuy. I noticed that when Mr. Gilbride testified with regard 
to a situation of that nature where the Sun people were the leadyard 
and did the purchasing that there was contrary testimony in that the 
representative of the Sun Shipbuilding Co. had previously said that 
he could find little difference in the cost but the president of the Todd 
people said that they had taken from their files their estimates and 
they found their materials on the west coast were 9 percent higher. 

Do you remember that part of the testimony on Monday ? 

Mr. Fruuius. I was not here, sir, but I know of the situation to 
which you refer. 

Mr. Petty. I quote from his testimony: 

We are at a loss to understand the statement that our material estimate was 
almost identical with that of Sun as the figures in our files indicate that our 
material estimate was approximately 9 percent higher than Sun. 

It would seem to me that if you had a similar situation to that, you 
could pretty well testify as to the difference in materials between the 
two areas. 

Do you have any way of checking your costs under the award that 
Ireferred to as against the other shipyard’s costs? 

Mr. Fiuurus. My answer to that would have to be “No,” Mr. Pelly. 
The degree of cooperation which existed between the Todd people and 
the Sun people did not and has not existed between our company and 
New York Shipbuilding, which was the leadyard in this case. 

Mr. Petry. But a firm of accountants or the Maritime Adminis- 
tration could take those costs and probably do have them ? 

Mr. Finxius. Yes, sir, and I would be reasonably certain that they 
would bear out the same percentage of difference or perhaps more. 
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Mr. Petty. Do you think that you would agree with the statement 
that in the various categories of material there is a difference of 14 
percent on the steel products, such as pipe, welding rod, pipefittings, 
nuts, bolts, et cetera, between the two coasts ? 

Mr. Fiurus. Yes, sir. May I state again, sir, that our company 
participated and contributed facts to the development of these figures 
and we subscribe to them as being correct. 

Mr. Pretzy. And that the electrical items are 10 percent higher on 
the west coast and there is a 10-percent differential on insulation and 
refrigeration, and so forth. 

I am doing that because, unfortunately, some of the members of 
this committee did not have the advantage of listening to the very fine 
testimony we had on Monday by Mr. Gilbride of the ‘Todd Shipbuild- 
ing Co. 

I commend this statement to my colleagues who have not read it. 
I think it isa very fine statement. 

I am glad that you would be willing, then, to offer your files to any 
expert accountants for comparison with the similar items in other 
areas so that you could establish that there was a differential. 

Mr. Fuuivs. I will state categorically that our files and records 
are available to this committee or its representatives whenever and 
however they would like to use them. 

Mr. Petty. Well, as Mr. Thompson indicated, there has been a dif- 
ference in the testimony, and I think we all want to get at the two fig- 
ures in this case. 

Mr. Tot1tzxrson. Would the gentleman yield ? 

Mr. Petry. I yield. 

Mr. Totiterson. The 6-percent differential awarded to the west 
coast does not give absolute assurance to the west coast bidder that 
he is going to get the contract ? 

Mr. Fiuxrius. No. 

Mr. Touierson. In other words, your chart shows that out of 11 
contracts awarded, 4 of them went to the east coast. The east coast 
yard bids were big enough to overcome the 6-percent differential; is 
that not true? 

Mr. Fiuurvus. Yes; and, Mr. Tollefson, I would state as a matter of 
my opinion that, in truth, any time that one of the east coast yards 
really wants to take a contract to which the 6-percent differential might 
apply, they can do it. 

Mr. Totierson. Now, then, I have one question I think I should ask 
you because of other questions that have been asked. 

If the statute were amended to limit the differential only to mate- 
rials and not to labor, could you then possibly build competitively 
with the east coast ? 

Mr. Friures. I would not think so; no. 

Mr. Totxierson. So that the statute would be meaningless then; 
would it not? 

Mr. Fixurcs. In my opinion, it would; yes, sir. 

Mr. Totierson. Have you read the statute ? 

Mr. Fiuurvs. Yes, I have. 

Mr. Toxxierson. Does it say anything about the differential apply- 
ing to only materials? 

Mr. Friuurvs. No, sir. 
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Mr. Totuerson. It refers to the bid; does it not ? 
Mr. Fuuuivs. It refers to the estimate of cost for the whole ship; 


yes, sir. : 
Mr. Totterson. And, so far as you are concerned, that means labor 
cost 


Mr. Fruurus. That means everything. It does not mean just the 
turbine or just the pumps. It means the whole ship, as far as I am 
concerned. 

Mr. Totterson. That is all. 

Mr. Petry. It certainly seems to me that there is no difference be- 
tween material and labor if the objective of the statute is to see that 
there are facilities on the west coast. 

Maybe if the labor was in the opposite direction and it was lower 
than the west coast, then it should be deducted from the higher mate- 
rial cost. to arrive at an average. 

Mr. Fiuutus. I would agree. 

Mr. Petxy. But I think it is the cost. of the vessel that we are con- 
sidering as far as national defense is concerned. 

Mr. Fittrvs. I fail to see how you can consider anything else but 
the total cost. 

Mr. Petxy. I would like to conclude by saying that I think you 
have made a very fine witness and have given a very fine statement. 

Mr. Fruuivs. Thank you very much. 

Mr. Downina. Mr. Chairman, to complete the record, Mr. Thomp- 
son was questioning about. Puget. Sound and that yard’s withdrawal 
from the American President Lines ship bid. In that case, Puget 
Sound bid $14,522,000 and then withdrew from the contract and 
Bethlehem, San Francisco, took up the contract for $14,566,000, or a 
difference of around $45,000. 

I just wanted that in the record. 

I believe Mr. Thompson asked the witness that question. 

Mr. Fillius, Mr. William E. Blewett, president of the Newport News 
Shipbuilding & Dry Dock Co., testified here earlier. He and you 
do not see eye to eye evidently on these cost figures. He testified that 
stearing gear and deck machinery were cheaper on the west coast and 
that boilers and steel were more on the west coast but that most of the 

other major component parts of a ship were the same price. 

I take it you ceneree with that statement ? 

Mr. Fixrus. Yes; I do. 

Mr. Pemicants Are you aware that Boeing has entered the ship- 
building field on the west coast ? 

Mr. Finirus. If you have reference, Mr. Downing, to the hydrofoil 
situation, I anual that roughly 30 minutes before I came in here. 

Mr. Downrne. Are you aware that Boeing was awarded a $2 mil- 
lion contract yesterday in competition with the east. coast yards on 
this ship ? 

Mr. Fititus. To answer your question. I was so advised this 
morning when I arrived in Washington. I did not have any particu- 
lar interest: for our company in it, but I would hasten to point out to 
you that I understand this is a venture of Boeing and the Martinac 
Shipbuilding Co. in Tacoma. 

Mr. Downing. A joint venture. 
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Mr. Fiturvs. I do not know what their contract arrangement is, but 
I understand that there is a shipbuilding company involved with 
Boeing and it is Martinac. 

Mr. Penuy. If the gentleman will yield, I think it should be pointed 
out that the Navy insisted that the contractor be an airplane company, 
and that this is very similar in nature to a Boeing 707. 

Mr. Downtne. But it is a ship, and they bid on it, and the west 
coast won it in spite of all this talk of the 6- percent differential. 

Mr. Fitxrus. I would like to say this, that the prime contractor on 
this job had to be an aircraft company. I know enough in terms of 
hearsay and discussion about this to realize that a great many of the 
aircraft companies were interested in doing this particular job at 
what might well be a substantial loss for them with an eye toward the 
future. 

I do not know anything about the cost of this thing, what it will be. 
I have a vague suspicion it is going to be considerably more than the 
$2 million, but I do not think that this can fairly be considered as an 
operation of the shipbuilding industry. 

Mr. Downtna. Let us take your great shipbuilding company. 

Mr. Miter. Would the gentleman yield? 

Mr. Downtna. I yield to my friend, Mr. Miller. 

Mr. Miter. In effect, is this not really a research and development 
program rather than building a finalized hydrofoil ship? This is the 
one on which they are going to do a lot. of research and development 
to eventually come up with a result that is half airplane and half 
ship. It is not a finalized craft. 

Mr. Frixrvs. I am certain it is a research and development project. 
I am also certain that it is more airplane than ship in terms of its 
structure, and I am also reasonably certain that no shipyard I know 
of could do it without an aircraft company. Engineeringwise, it is 
strictly an aircraft job as far as I am concerned. 

Mr. Miter. And at best it would not be quite as profitable as build- 
ing an aircraft carrier which we have succeeded in building on the 
west coast. 

Mr. Fiuurvs. I am sure it will not be as profitable as that. 

Mr. Downrne. But the fact is that this west coast shipbuilder under- 
bid all other competitors. 

Mr. Friuuivs. So far as I know, that is so, Mr. Downing. 

Mr. Downrna. Let us take your great shipbuilding company, and it 
is a great company. I have heard much about it and it has done ex- 
cellent work. 

Mr. Friures. Thank you. 

Mr. Downrnea. You bid on American Export Lines recently. 

Mr. Fitxitus. Within the last several years. 

Mr. Downtnea. Did you not underbid all east coast yards? 

Mr. Friurvs. On a fixed-cost basis. 

Mr. Downtne. Without the differential ? 

Mr. Fiuutvs. Yes. 

Mr. Downrna. Did you bid on a hydrographic ship for the Coast 
and Geodetic Survey ? 

Mr. Fruutvs. Yes. 

Mr. Downtna. Did you underbid that ? 

Mr. Fitxi1us. Again, on a fixed-price basis; yes, sir. 
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Mr. Down1na. Without the differential ? 

Mr. Frits. Yes. ' 

Mr. Downtne. I find it right hard to reconcile your testimony with 
the actual facts. You have a great company. It is a competitive com- 
pany. It has given our boys on the east coast a terrific time and you 
know it. All right. 

Let us get to this matter of yards. How many yards are there on 
the west coast ? ; 

Mr. Fiuu1us. Well, the major yards that I would be talking about 
would be Puget Sound and Todd, Bethlehem, Williamette, Moore 
Drydock, and National Steel. 

Mr. Downtne. Seven. We have on the east coast, as I recall, 21 
yards. That is the east coast, gulf,and Great Lakes. 

According to your testimony you have 18 ships building and the 
Great Lakes, Atlantic, gulf shipyards have how many ? 

Mr. Fruutus. Fifty-four. 

Mr. Miter. Forty-nine, four, and one. 

Mr. Down1ne. When you divide that, does that not work out about 
equal, about two and a half ships per yard ? 

Mr. Fruutvus. I have not divided it, and I am not aware of the 21 
yards, but I suspect that in putting together your figure of 21 that 
J would have to come up with 9 or 10 and include some other ship- 
yards that are momentarily not engaged in the maritime program but 
are now building naval vessels. 

Mr. Down1na. Your testimony did not comment on the Navy work 
that you are doing. Are you not doing considerable Navy work out 
there? 

Mr. Firs. I would not say considerable. There are several naval 
vessels building in west coast yards. We do not happen to be build- 
ing any in our shipyards. 

Mr. Downina. The Government has a safeguard in the law for this 
industry and that is 502(f), which is the allocation. 

Do you not think that that is sufficient to protect the industry on 
the west coast as well as any other coast? In other words, the Gov- 
ernment is not going to let your yards go to pieces. They will allocate 
ships before they will allow that, and I think they should. 

Mr. Friuurvus. Well, I am not qualified to answer that. I am not so 
sure that the Government did not let them go to pot after World War 
II and I think that the intent and the purpose of the section to which 
you referred, of Public Law 805, is such that it could be interpreted 
to do what we are talking about in terms of allocation. 

Whether it would actually be applied to do that I do not know. I 
submit to you, sir, that in the use of Public Law 805, there are rather 
substantial political pressures. 

Mr. Minter. Would the gentleman yield ? 

Mr. Downinea. Yes, indeed. 

Mr. Muter. Would you amend your statement to say that the Gov- 
ernment let the shipyards on the west coast go to pot after World 
War I and after World War IT? 

Mr. Fituivs. I am sure that is true. 

Mr. Mnizr. Because I am sure it was 1939 before one ship was 
launched on the west coast and then there was a period of great ex- 
pansion in the shipbuilding industry where the west coast did a good 
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job and then went right out of the picture again and reverted to the 
World War I stage. 

Is that not the picture? 

Mr. Fruutvs. I think so, Mr. Miller. 

Unfortunately, I was not there, but I know that from what I have 
reac. 

Mr. Mrirurr. If your hair was as gray as mine or as short as Mr, 
Shelley’s over there, you would probably remember. 

Mr. Downtne. Does that not apply to the east coast shipyards? 
T remember that after World War I they were building turbines and 
automobile parts and everything to keep going. 

Mr. Miuter. But what shipbuilding there was did go to east coast 
yards. 

The west coast yards could not compete and the shipbuilding indus- 
try on the west coast practically did not exist. There was a little 
repair work but no ship was built there and I do not think that any 
major yards on the east coast can say that from the close of World 
War I until 1939 it did not launch one ship, or the whole group of them, 
and that is true on the west coast. 

The first ship that was launched, as I remember, was about 1939. 
This was something where we lost our skills and everything else and it 
had to be built up during World War II. We do not want to see that 
happen. 

Mr. THompson. Would the gentleman yield ? 

Mr. Miixier. The gentleman here yielded. 

Mr. Tuompson. My hair is probably more falling than gray, but 
I remember the timber industry where 90 percent of all timber used 
in the Southern States was grown there and it then came that the 
Congress had been appropriating money for forest trails and roads and 
the trees grow taller in the West and harvesting is cheaper and now 
I would say that 70 percent of your timber used in the South comes 
from the west coast. 

Would you say we should subsidize southern pine because of the 
vast increase in production on the west coast ? 

Mr. Mixrer. I do not want to get into an academic discussion with 
the gentleman on that. I was down last year in North Carolina where 
T saw great nylon mills that were being operated on timber being grown 
on the sustained-yield basis, where every 10 years they could go over 
and reap this again. I think this is very true in your own country. 

Mr. Tuompson. That is the ingenuity of the American people. 

Mr. Downrna. I would like to take back my time. 

Mr. Tuompson. That is the ingenuity of the American people such 
as the ingenuity you have used in your own yard, Mr. Fillius. You 
know that you have perfected modes of production that are far in ad- 
vance of a lot of the older methods and in doing it you are able to 
make a profit every time you do it. That is the free enterprise, the 
competitive system. If that is true in other industries such as nylon 
with the sustained yield, which we are all going into in timber in my 
State especially, why is not the same thing true of American ingenuity 
to cope with the shipbuilding problem? 

Mr. Mriuier. Let me say I have no timber in my district whatsoever. 

Mr. Downrne. I have no further questions, Mr. Chairman. 

The Crarrman. Did you read the testimony of Mr. Morse, the 
former Chairman of the Maritime Board ? 
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Mr. Fuuuius. That which he gave some months ago, Mr. Bonner? 

The CHAIRMAN. Before this committee. 

Mr. Fiuurus. I have read it in the distant past. I recall most of it, 
I think. 

The CHAIRMAN. His statement interests me. I have listened to both 
sides of the discussion, testimony from the east coast and west coast, 
which has been shown here to be conflicting. 

What was your opinion of Mr. Morse’s statement as to the differ- 
ential on the east and west coasts? 

Mr. Fiturvus. I would assume, Mr. Bonner, that you are referring 
to his 4 percent statement and I would preface my statement by saying 
that I have the greatest regard for Mr. Morse and I think it is a great 
loss that he has left the Government. 

I hasten to point out to you that, as I recall his testimony, even he 
stated that it was done rather rapidly and perhaps inaccurately and 
that that was just a sort of first blush look that indicated there was a 4- 
percent differential. — 

I have discussed this with Mr. Morse in conversation since the time 
of his testimony and he has again reiterated that in conversation with 
me that he does not really know whether it is 4 percent or 8 percent 
or 2 percent, and my understanding is that the Maritime Administra- 
tion has been studying this and that they are going to refine that figure. 
But I am sure that Mr. Morse gave what was his best opinion at the 
time and, being a very careful lawyer, he qualified his statement. 

I certainly have no dispute with you on that. 

The CHatrMAN. His testimony has heretofore been considered ac- 
curate by this committee with respect to differential construction sub- 
sidy and operation subsidy. 

F inereky wanted to ask you in this case what you thought of his 
testimony. 

Mr. Fixtrvs. I think his figure is wrong. I think the 4 percent is 
low. Obviously, you are aware of that. 

The CHarrMan. Iam aware of that. 

Mr. Fiuxrus. Other than that, I am not sure that he would hang 
his hat on 4 percent. I do not think he would as a firm conclusion. 

I would gather that the matters on which he has testified before 
this committee in determining the other subsidies which come before 
this committee have been much more thoroughly researched than this 
question was at the time he testified. 

The Cuarrman. You do not think that the Maritime Board gave 
the proper study to this? 

Mr. Friurus. No, sir; I do not. 

The CHarrman. We had called on them for a report on the matter. 
_ Mr. Finrivs. I do not think so and, by Mr. Morse’s own admission 
in that testimony, Mr. Bonner, he stated this to be the fact. 

The Cuarrman. All right. 

Mr. Garmarz. Mr. Chairman, may I ask a question, please ? 

The CHatrman. Yes, Mr. Garmatz. 

Mr. Garmatz. I asked Mr. Morse about that 4 percent and he said, 
“Approximately 4 percent.” Then, back on page 41, Mr. Rivers said: 
“Would you think 3 percent?” And Mr. Morse said: “It is in that 
neighborhood. We have indicated that we want to get more figures 
from people who have the facts more readily available to them than 
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we have before we give a final figure, but it will be in the area of 4 
reent.” ; 

That is in the hearings on page 41. 

Mr. THompson. What does that figure include, Mr. Garmatz? 

Mr. Garmatz. In their findings they figure it should be around 3 
or 4 percent differential. _ 

Mr. Tuompson. Including labor? 

Mr. Gararz. That would be in general. 

Mr. Mier. Did he not say that he was not firm on it, that they 
should examine this and get competent evidence from competent 
sources? That is as I remember his testimony. ; 

Mr. Garmatz. Mr. Chairman, I have another question. 

Mr. Fillius, I would like to read part of the statement I made and 
— of the statement that was made by Mr. Hall of the Maryland 

hipbuilding & Drydock Co. ae 

In part of my statement there is a report on this legislation of last 
August in reference to the Navy’s part and they say : 

It now appears, however, that Pacific coast private shipyards are gradually 
overcoming their previous competitive disadvantages through increased effi- 
ciency, application of improved industrial techniques, and because of expanded 
west coast production of basic materials. During recent years, Pacific coast 
shipyards have been quite successful in competing for naval ship work. 

The Department of Defense has no convincing evidence that west coast ship- 
yards are now at a significant advantage. 

The Cuatrrman. Whose testimony is that ? 

Mr. Garmatz. This is part of my testimony on April 13: 

Even in the occasional instance where the west coast shipyards may look to 
the east for material or components, in almost all instances, the suppliers will 
deliver the components laid down at the shipyards at the same delivered price, 
regardless of location. In short, the suppliers will absorb the rail freight. These 
facts suggest that any difference in cost which may have existed in 1936 is now 
wholly illusory, or, indeed, favors the west coast shipyards, 

In part of the quotes of Mr. William Purnell Hall on the same date, 
he says: 

Secondly, I should like to give you three concrete specific illustrations from 
work either recently completed or now in progress in our plant that demon- 
strates the lack of need of the west coast for the 6 percent differential. 

Main propulsion equipment is the most expensive single piece of equipment 
involved in ship construction. The last ship launched by my company con- 
tained main propulsion equipment manufactured at Sunnyvale, Calif. We now 
have two ships on the ways. The main propulsion equipment for both ships was 
manufactured in San Francisco. Just recently we completed the conversion of 
two Grace Line ships to container-carrying ships, ships that you saw, Mr. Mail- 
liard, when you were in Baltimore a few weeks ago. 

The most expensive single purchase made for these jobs involving more than 
a million dollars out of a total contract of several million dollars was for the 
container handling cranes. These cranes were manufactured in Alameda, 
Calif. 

We do buy some of the material from the west coast—probably more 
from the west coast than we buy on the east coast. 

There is not too much differential in the materials and the labor, 
and in fact in the labor we find that some of the east coast yards are 
paying more than the west coast yards. 

A particular yard here is paying $2.85 an hour compared to $2.83 on 
the west coast so that, if the material is the same and the labor is the 
same and you have better weather conditions, where do you base the 
6 percent ? 
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Mr. Fruurvs. The only thing I can agree with you on, Mr. Garmatz, 
is that the weather conditions are better. 

I think Mr. Hall has a tendency to add 2 and 2 and get 6. 
I am not aware of the basis for his facts with respect to the main pro- 
pulsion equipment he bought in San Francisco. 

Mr. Garmatz. You mean you dispute it? 

Mr. Fixutvs. I have to buy it on the east coast. 

We have researched the question very carefully on these items and 
I think that all I could say is that I think Mr. Hall is mistaken in his 
facts and he can come back here tomorrow and say, “I think Fillius is 
mistaken in his facts,” so that I would say the only way you can ever 
solve that problem is to audit the figures on both sides and come up 
with an unbiased answer and, as far as those of us on the west coast 
are concerned, we welcome such an audit. 

Mr. Garmatz. How can you say that you doubt his word or honesty 
when he bought material on the west coast and you say that in his tes- 
timony “2 and 2 make 6” 

Mr. Fuuuivs. I would not impugn his honesty or character. I do not 
know the gentleman. 

I think he is mistaken in his facts. 

Mr. Garmatz. Do you doubt that he purchased the material there ? 
I do not understand. 

Mr. Fitutus. I doubt his conclusion. 

Mr. Garmatz. What conclusion ¢ 

Mr. Fixu1vus. That the facts are that the cost is not only equal but 
less on the west coast. As far as the turbine and what not is con- 
cerned, I do not know what specific items he is talking about. I again 
would refer you to the prior testimony here in which it is freely con- 
ceded that the major machinery manufacturers seem to equalize and 
that does not comprise a part of the overall percentage that we are 
presenting as being the difference in cost between the east coast and 
the west coast. 

Again I would have to repeat myself and say that I think the only 
answer to such obviously conflicting testimony which can be honestly 
intended and honestly meant by both parties, is an independent audit 
of both sides which will reveal the facts. 

Mr. Garmarz. May I ask this one simple question in a few words. 
On what do you base your 6 percent differential? It is not material 
and it is not labor. 

Mr. Fiuxrus. We base it on both material and labor, Mr. Garmatz. 

Mr. Garmatz. The labor figures we have here are practically the 
same if not higher on the east coast. 

Mr. Frurus. Might I point out that you are taking a figure from 
one yard on the east coast and I am sure I can point out to you a 
number of yards where the labor cost is a good deal less than $2.85. 
The major yards are much less than that I am sure, and I think, really, 
' to take one case, I do not know what Mr. Hall’s labor rate is. If it is 
$2.85, he is well over his competitors on the east coast. I can assure 
you of that. 

Mr. Garmatz. Mr. Chairman, for the record, is it possible that we 
can get the labor prices from the various shipyards on the west coast 
and the various shipyards on the east coast and make a comparison. 

The Carman. T bes no reason why you cannot. 
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Mr. Garmatz. Then we can have our own figures and do not have 
to worry too much about our witnesses and who is saying what. 

Mr. Finirus. I would agree with you there. 

Mr. Garmatz. You still have not answered my question. 

Mr. Totzerson. Will the gentleman yield ? 

Mr. Garmatz. I asked what he based the 6 percent on if it is not on 
labor or material. 

Mr. Fiuuivs. To sum it up in a few words, there has been pre- 
sented to this committee a detailed study which was made by the 
Western Shipbuilding Association, representatives of which are tes- 
tifying before this committee, which details the differences in cost 
which we believe to exist between east coast shipyards and west coast 
shipyards. That is detailed in many components. 

Basically, we contend that the difference in cost of materials, all of 
the material that goes in a ship, is 6.76 percent. We can talk about 
what makes up that material but the overall result is 6.76 percent. 
The differential in labor cost is 7.5 percent. 

Those are the figures that we have researched and prepared, so that 
I would presume that the answer to your question is that we contend 
that, contrary to Mr. Hall’s testimony, there is a 6 plus percent differ- 
ence in material and there is a 714 percent difference in labor cost. 

Mr. Garmartz. Do you have your labor cost figures that you pay? 

Mr. Fiturus. My own? 

Mr. Garmatz. Yes, 

Mr. Fiiurvs. Yes, sir. 

Mr. Garmatz. Is it possible that we can have them for the record? 

Mr. Fruurvs. Certainly. 

A journeyman’s rate in our shipyard is $2.77 right now. 

Mr. Garmatz. $2.77 ? 

Mr. Firurvs. Yes, sir; and with respect to half our people it will go 
up 7 cents on the 1st of July and, with respect to the other half, it 
will go up 11 cents on the 1st of August, and with respect to all of 
them, it will go up 11 cents next year at the same time. 

Mr. Tromeson. Will the gentleman yield briefly ? 

Mr. Garmatz. Yes. 

Mr. Tuompson. The only two shipbuilding yards on the gulf coast 
are Ingalls and Avondale, and their average labor rate is higher than 
that. It is$3.07, $3.09. 

Mr. Mitirr. He is talking of journeymen. 

Mr. Friis. I am talking about the journeyman’s rate. Our 
average cost is higher than that. 

Mr. Mititer. What is your cost? 

Mr. Fiuius. That does not give reference to foremen and premium 
pay. 
Mr. Miter. I do not think that your west coast rates will reach the 
$3.07 and $3.09 of the gulf coast yards. 

Mr. Fitxr1vs. I can assure you, sir, that our rates will not reach 
that and I would say that I am most doubtful that those are Avon- 
dale’s rates, most doubtful. 


Mr. Miter. Well, they are. 
Mr. Firiivs. May I say one thing for the record, sir? 
I offer an audit of the figures I am giving you and I would earnestly 


recommend that, if $3.02 has been offered as the average rate on the 
gulf coast—— 
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Mr. Tuomrson. As I remember the testimony, Avondale has never 
had a strike. They have always paid higher than the prevailing 
wages in other shipyards. 

Mr. Fruuivus. With reference to the Bureau of Labor Statistics fig- 
ures, it indicates that the Atlantic coast yards have a differential in 
favor of them on labor of 8.7 percent, the gulf coast, 12.2 percent, and 
the Great Lakes, 8.7 percent. 

Mr. Tuompson. If you consider a lot of small trawler builders and 
things of that sort, perhaps that figure would be accurate, but there 
are only two yards, Ingalls and Avondale, to be considered in this 
context. 

Mr. Fiturus. Well, as one of the yards which contributes to these 
figures on the west coast, this consists only of those people who build 
steel vessels, number one, and there is a list of yards which report to 
give it a weighted average. The yards in the gulf which report and 
whose figures these represent are these: 

Avondale Marineways, Bethlehem Steel, Beaumont, Burton Con- 
struction and Shipbuilding Co., Ingalls Shipbuilding Corp., and 
Port Houston Iron Works. 

That is the average. 

Mr. Petty. Will the gentleman yield ? 

Mr. Tuompson. I do not have the floor, but I would like to ask one 
more question. 

In connection with a previous question that I asked you, I asked you 
if you computed material cost differential between the gulf coast and 
west coast and you said “No,” and I think you answered Mr. Gar- 
matz’ question by stating that you had made exhaustive research on the 
east coast and gulf coast on material differentials and came up with 
this 6.7 percent average. 

Mr. Frturus. May I clarify that, sir? 

I think my answer to your question was this: that I had not spe- 
cifically compared the two gulf coast yards to which you refer with 
the west coast. We had compared the gulf coast and the Atlantic 
coast against the west coast. There is no separate set of figures, in 
other words, Avondale and Ingalls sitting here, and the west coast 
sitting here. 

Mr. Tuomrson. But you have the figures? 

Mr. Fitutus. We have the figures with them lumped into the aver- 
age; yes, Sir. 

Mr. Tuompson. I would appreciate your making those available to 
us if you have them. 

Maybe the gulf coast would get a subsidy if those figures were 
revealed. 

Mr. Fixxrus. If they have a $3-plus labor rate, maybe they need one. 

Mr. THompson. Not that I am interested in them getting one, but I 
would like to see the figures. 

Mr. Petry. If the gentleman will yield, I think it would be well to 
refer back to this record taken last August on page 36, when Mr. 
Morse was testifying. 

He is referring to a ship of the Mariner size. He said: 

* * * the difference in labor cost based on data from the Shipbuilders Council 


of America which, on a similar sized vessel, works out at about $200,000 per 
ship; * * * 
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I do not know whether that is an hour cost but he certainly indicated 
there was a difference. 

Mr. Tuompson. Does that include labor? I do not think labor 
should enter this discussion, Mr. Chairman, unless we are going into a 
labor subsidy. I think we are talking about something that should 
not be considered in this discussion. 

If we want to discuss labor differentials and perhaps a subsidy for 
them, then that is a new subject matter which should be considered 
on its merits if it does have merits. 

Mr. Touuerson. If the gentleman will yield, I would like to respect- 
fully disagree on the basis that when you are talking about the total 
bid price of a ship, it is bound to include labor costs. 

Mr. Tuomprson. But the legislation in question has nothing to do 
with this. It was never intended that labor be subsidized. 

Mr. Toutierson. Again I respectfully disagree. 

He is entitled to decide whether or not the consideration of labor 
was in the mind of Congress. There is nothing there indicating that 
labor was not considered. 

Mr. Pewiy. If the gentleman will yield, there are three factors, the 
difference in the cost of steel, the difference in the cost of labor, and 
the difference in the cost of materials in Mr. Morse’s testimony. He 
considered that there were three factors. 

Mr. Tuompson. Of course, when the legislation was passed, and I 
am trying to get down to basic facts in this discussion, in the legisla- 
tive history it shows very clearly that only a material cost differential 
was considered when the original legislation was passed. It had 
nothing to do with, no intention of subsidizing the differential in 
labor costs. 

Mr. Garmatz. Mr. Chairman, may I have the floor back ? 

Mr. TxHompson. Can you show me in the history of the existing 
statute anywhere in it where mention is made of labor cost? 

I think it should be studied. If there is a valid reason for subsi- 
dizing labor, and I do not think there is, then we should go into that 
problem on its merits; but there is no one on this committee who can 
show me and no witness so far as I know who can show me that labor 
was ever a consideration in the passage of the original 6 percent 
differential. 

Mr. Garmatz. Mr, Chairman, may I read one more part of the 
record and then I will surrender the floor. 

On. page 36, Mr. Downing speaking to Mr. Morse says: 

Do you recall whether labor was an item which figured in the enactment of 
that legislation? 

Mr. Morse. Here is an excerpt that I have from the hearings, 74th Congress, 
2d session, on S. 3500, page 82: 

“Senator BAcHMAN. Did labor costs enter into that? 

“The CHAIRMAN (Senator Copeland). No; I would not think labor costs 
entered into it so much as material costs.” 

Mr. Matuuiarp. “So much as.” 

Mr. Garmatz (quoting again) : 


Mr. Downtn@, I think that you will find the same thing true in the hearings 


held on the House side, that labor was not a factor. 


That is on page 36 of the hearings. 
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Mr. Tuomrson. If anyone can show me one reference to the fact 
of labor being in the original act, of course I would want to consider 
it but I do not think it can be shown. 

Mr. Mitter. Would the gentleman yield? 

Would you imply, then, “that for all these years the Maritime Com- 
mission has been derelict in its duty ? 

Mr. THompson. In some cases, yes, in many cases. 

Mr. Muter. That is a grave offense. 

Mr. THompeson. I am trying to get to the basic factors under dis- 
cussion and that is the statute on the books, the 6-percent differential, 
whether it should be repealed and why it was passed. 

Mr. Miter. If the statute on the books talks about costs. 

Mr. THomrson. If it can be shown differently, I think it should be 
shown, Mr. Miller. 

Mr. Chairman, if it cannot be shown anywhere in the legislation that 
labor is considered, I do not think that the committee should be having 
discussions involving labor. 

If that is a valid consideration, let us get into it as an item of in- 
terest that should be disposed of but if it is not, let us not get into a 
discussion of it when we are talking about material costs in speaking 
of the repeal of the 6 percent. 

Until that is shown, I cannot agree and I doubt that anyone can 
show me that. 

Mr, Garmatz. Mr. Chairman, I yield back the balance of my time. 

Mr. Touterson. Mr. Chairman, could I ask one question ? 

I tried to get the gentleman to yield. 

May I make a comment ? 

The CuarrMan. Yes. 

Mr. To_Lerson. You were not here to hear the testimony by the 
representatives of the east and the gulf coast yards, were you? 

Mr. Frxutus. No, I was not, Mr. Tollefson. 

Mr. Totierson. Practically every one of them was asked as to what 
percentage of west coast material they purchased and not one of them 
said that he bought more than 10 percent of his total material on the 
west coast and that those included the deck machinery, I think, from 
the Western Gear for which they paid the same price as the West 
Coast lines. None of them purchased more than 10 percent. 

That is all, Mr. Chairman. 

Mr. Finu1us. I submit that the west coast suppliers have to scratch 
pretty hard to get that 10 percent, too. 

Mr. TuHompson. Of course, Mr. Tollefson, if you are buying gro- 
ceries you certainly would not drive to Baltimore to buy them if they 
are available and at your corner grocery. 

Mr. Totterson. i understand that’ all of them were trying to get 
their materials at a cheaper price 

Mr. Tuompson. I know that most of the timber purchased for shor- 
ing and everything is purchased from the west coast. 

Mr. Fixurus. The impression that I assume they sought to leave was 
that they were buying a great percentage of their materials on the 
west coast when the fact was not so. 

Mr. THompson. The same thing holds true when you talk about 
steel being purchased. Only a small percentage comes from other 
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than California and then the overall cost of steel is only about 19 
to 14 percent of the cost of the vessel, so that that can be minimized 
in the same way. 

Mr. Totierson. I think, while the gentleman had to leave the room 
a while, Mr. Pelly called attention to the testimony of Mr. Gilbride 
and recommended that the gentlemen who were not here Monday 
morning take a look at the charts at least which indicate the material] 
cost differential. 

Mr. Tuompson. I have not studied that chart. 

Mr. Totxzerson. I think it all boils itself down to this in the final 
analysis: that there is a difference in the view expressed by the east 
coast and west coast operators with respect to material costs and some- 
body is going to have to look at the figures of both sides. 

Mr. THompson. I will agree, and I think the chairman will be 
able to have those audits made and the committee will be given ac- 
curate information on all of these. 

The Cuairman. I am going to recess for a minute and have a little 
executive committee meeting here with the subcommittee. 

Mr. Finurus. May I be excused, Mr. Chairman ? 

The Cuarrman. Yes. Thank you very much. 

(Whereupon, at 11:55 a.m., the subcommittee proceeded to executive 
session, and the hearing recessed until 10 a.m., Thursday, June 16, 
1960. ) 





TO ELIMINATE PACIFIC COAST SHIPBUILDING COST 
DIFFERENTIAL 


THURSDAY, JUNE 16, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MrercHant Marine OF THE COMMITTEE 
ON Mercuant Marine AND FISHERIES, 
Washington, D.C. 

The subcommittee met pursuant to adjournment, at 10 a.m., in room 
919, Old House Office Building, Hon. Herbert C. Bonner (chairman 
of the committee) presiding. 

Present: Representatives Bonner, Miller, Ashley, Zelenko, Down- 
ing, Casey, Tollefson, Van Pelt, Mailliard, and Pelly. 

Tresent also: Representatives Boykin, Garmatz, and Shelley. 

Staff members present: John M. Drewry, chief counsel, Robert H. 
Cowen, counsel, and William B. Winfield, chief clerk. 

The Cuairman. The Subcommittee on Merchant Marine will come 
to order. 

The first witness this morning is Mr. Mayer. 


STATEMENT OF ROBERT MAYER, TREASURER, WESTERN 
SHIPBUILDING ASSOCIATION—Resumed 


The CuatrrmMan. This morning will conclude the hearings. 

You just tell us what you can in the length of time we have available. 

Mr. Mayer. Mr. Chairman and gentlemen, we have watched the 
two very lengthy sessions in which the question of the cost differen- 
tial has been examined exhaustively, we think probably to at least as 
much conclusion as can be reached here. 

The balance of the testimony of the Western Shipbuilding Associa- 
tion deals largely with the question of policy rather than cost differen- 
tial. Much of it is material that is already before this committee and 
we therefore, in the case of the statements by Mr. Earl M. Jennett, 
who is general manager of the Willamette Iron & Steel Co. and in 
the case of Mr. Thomas A. Rotell, who is the executive secretary- 
treasurer of the Pacific Coast District Metal Trades Council, we 
simply wish to file the statements for the record. They are in the pos- 
session of the committee clerk. I have Mr. Rotell’s statement here but 
Mr. Jennett’s is in the clerk’s office. This leaves, Mr. Chairman, but 
three witnesses, Mr. McCurdy from Seattle, Mr. Lauter from San 
Francisco, and Mr. Moore of San Francisco, or I should say properly 
Oakland, and I am certain that their statements will be brief indeed. 

Thank you. 

The Cuarrman. The two witnesses’ statements will be included in 
the record at this point. 
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(The statements referred to above follow :) 
STATEMENT OF Mr. EArt M. JENNETT RE H.R. 8093 AND RELATED BILLs 


My name is Barl M. Jennett. I am general manager of Willamette Iron & 
Steel Co., of Portland, Oreg., and vice president and director of Guy F. Atkinson 
Co. of South San Francisco, Calif. Willamette Iron & Steel Co. is a wholly 
owned division of Guy F. Atkinson Co. We operate two ship conversion and 
ship repair facilities; one on the Willamette River at Portland, Oreg., and 
the other on San Francisco Bay near Richmond, Calif. 

Willamette’s Portland yard played a significant part in this country’s wartime 
ship construction and ship conversion program during World War II when 
a total of 72 vessels were built or converted for the Bureau of Ships, U.S. Navy, 
This included troop transports, aircraft carriers, patrol craft, minesweepers, 
landing ships, barracks vessels, and lighters, at a total value of approximately 
$175 million. This figure does not include Government-furnished equipment 
such as ordnance, propulsion machinery, and other materials. During World 
War II there were also three major ship construction yards in the Portland 
area which built approximately 500 Liberty and Victory ships during the 
war years. However, for all practical purposes, these yards are now idle. 
Three other currently operating ship repair yards exist in Portland. It is thus 
apparent that the Portland area is one which has a significant potential for 
again substantially contributing to a shipbuilding program in the event of 
another emergency, and legislative action which will maintain or improve 
this ability should be of obvious importance to the Nation generally. 

A previous witness in these hearings has pointed out that at the beginning 
of World War II new shipyards were built in comparatively short periods of 
time. It was urged that this same rapid buildup of facilities could be accom- 
plished in the event of another emergency, so that the availability of shipyards 
for wartime construction should not be a major consideration. I have two 
reactions to this line of thinking. First, regardless of the time that was 
consumed in constructing those yards, the United States was just that much 
later in assembling a fleet of vessels capable of carrying the war to the enemy. 
Secondly, in any future acute emergency, time will be obviously manyfold 
more precious than it was in World War II. 

The first application of section 502(d) of the Merchant Marine Act was in 
1955 and applied to the conversion contract of two Mariner-class vessels into 
the passenger liners Mariposa and Monterey for Oceanic Steamship Co, In 
that case our bid, while not low, was within 6 percent of the bid of an east 
coast shipyard, and the contract was accordingly awarded to our firm. The 
awarding of this contract to Willamette Iron & Steel Co. necessitated a sub- 
stantial modernization and expansion of our ship repair and ship conversion 
facilities. This, of course, resulted in a better equipped plant and a larger 
pool of available qualified workmen for the handling of potential future con- 
version and repair work for our military and merchant marine fleets. In other 
words, the award of this work on the Mariposa and Monterey to Willamette Iron 
& Steel Co., under the provisions of 502 (d) accomplished what I understand is 
the underlying purpose of that legislation; namely, to foster west coast ship- 
building facilities and available personnel so that the area will be in a better 
position to undertake similar work in times of national emergency. There is 
no question, in my opinion, that the Portland area is now substantially better 
able to handle an increase in military and merchant marine repair work, in 
the event of a national emergency, than it would be if the Matson Lines 
contracts had not been awarded to Willamette. I say this even though some 
4 years have elapsed since the completion of those contracts, inasmuch as our 
expanded facilities are still available and many of the trained workmen remain 
in the area; although they may be at this time engaged in other types of 
employment. 

A review of the amount of work that has been awarded to Pacific coast 
shipyards under the provisions of section 502(d) indicates to me that the 
legislation as it now exists is well considered and is accomplishing its intended 
purpose. I do not feel that the west coast has obtained, or is obtaining, a dis- 
proportionate amount of work as a result of the 6 percent differential. I 
sincerely feel its repeal would have an adverse effect on the defense potential 
and the security of our Nation as a whole. 

Previous witnesses have presented a cost comparison analysis which I believe 
substantiates the fact that a cost differential still exists, and I will not attempt 
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to go into that matter further. Other witnesses have also stressed the significance 
of the basic policy of Congress in enacting the legislation involving the 6-percent 
differential. 

I should like to limit the balance of my statement to what I believe to be 
one of the most concrete and authoritative items of evidence supporting some 
nearly even distribution of shipyard facilities on the Atlantic and Pacific 
sides of the Panama Canal. ne 

Our U.S. Navy is vitally concerned with the extent of facilities on the west 
coast for constructing and servicing naval vessels. I feel strongly that the 

licy of the Navy should be given serious consideration by Congress in con- 
nection with action on the proposed legislation since the maintaining of our 
naval fleet and the maintaining of an adequate merchant marine fleet, involves 
similar, and in many cases, identical considerations. 

The Navy’s basic policy in this connection was emphasized by Rear Adm. 
Albert G. Mumma, U.S. Navy, Chief, Bureau of Ships, Department of Defense, 
in testimony on June 13, 1956 before this subcommittee. Admiral Mumma stated 
in part: 

_; in the thermonuclear age, strategic dispersal of the operating 
shipyards * * * is of the utmost importance.” 

Four factors are available to demonstrate the degree to which the Navy has 
carried out this policy, namely: (1) the relative number of naval shipyards on 
the east and west coast, (2) the relative amounts of the Navy’s “working capital 
funds” as between the Atlantic and Pacific coasts in the naval shipyards and 
repair facilities, (3) the relative levels of employment in the east and west coast 
naval shipyards, and (4) the Navy’s policy of allocation of its repair work to 
private shipyards. 

Referring to the relative number of naval facilities, the Navy now operates 
six major shipyards on the Atlantic coast at Boston, New York, Charleston, 
Norfolk, Philadelphia, and Portsmouth. Four major yards are operated on the 
Pacific coast at Long Beach, Mare Island, Puget Sound, and San Francisco. 
An additional yard—which for dispersal purposes can be considered as part 
of the Pacific picture—is maintained at Pearl Harbor. Finally, a repair facility 
is maintained at San Diego. Hence, in numbers of installations, the Navy has 
seen fit to maintain an equal number of yards on the Atlantic and Pacific coasts, 
although they are admittedly not of the same magnitude. See chart A. 

Referring to the Navy’s “working capital funds” (chart A), there is signifi- 
cance in material presented by the Navy to the House Appropriations Com- 
mittee just a few months ago on February 11, 1960 in which the following figures 
were submitted : 
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meee eminem 230) Sh 0d el ot ple seh bere el er $13.5 
Merrmpenmn ON) Ot a Od el ee od og [Oe ei $13.5 
MeonweWy WOnee 22 a Fo ee ie oe eer ee oT Sees Fa $21.9 
eee. Gol Zio. 2 eh 66) os eller pees yee ke $86. 9 
rereemeo.LUS0) emus ese ela tes ors rh res 59.8 
Pacific coast : 
On GGet Rewer icc ls siecle eh ie eolleeelis $4 ee ost $14. 5 
me: ORGR aug 5. oc ales oct to salisules saath otal aimnande $6. 8 
ay: Re COMI to lil. Les 5) ccmaulivss wt. be beet. taaos deode- fs $18. 0 
es I INMNRO Lic? aj isl li ee we elle $a ands Sacasios $10. 7 
eR Ns ig ase a ee $6. 0 
Io NE Sieh gaa a snes nine cenecen senescent iia aaetledeet $2.5 
Tete cast. 0.i.. seth el allele AEs pins ei es ese lL ae ee $58. 5 
i cs ssc cna ip seca te 40. 2 
OG. CB ivncnnncnnccoscapinbint eit tet eee $145. 4 
a ak 100. 0 


1 Repair facility only. 


Source: P. 297, Defense Department Subcommittee, House Appropriations Committee 
hearings, Feb. 11, 1960. 
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It will be noted that of these totals, approximately 60 percent is available 
for the Atlantic coast and 40 percent for the Pacific coast. The “working capita} 
funds” ratio of 40 to 60 is again demonstrative of the Navy’s policy that a sub. 
stantial Navy shipyard program should be maintained on the Pacific as well ag 
the Atlantic coast. It is recognized that this is not a statement of annual 
appropriations, but of the capital funds in the hands of the Navy. Annual 
appropriations are not, we are informed, available to the public. We understand 
the working capital fund to be that amount of cash on hand, available for 
expenditures, some of it coming from current appropriations and some remaining 
over from previous appropriations. This may not be a technically accurate def- 
nition, but we believe it to be generally correct. 

Another indication of the importance to the Navy of west coast naval ship. 
yards is the relative level of employment in these shipyards compared to the 
Atlantic coast yards. In this connection, the following figures have been pub- 
lished by the Shipbuilders Council of America as gathered from Bureau of 
Labor Statistics publications. See chart B. 


Thousands of employees, Navy and private yards, Atlantic’ and Pacific, 1958 
and 1959 monthly averages 
































Navy | Private 
"i — —| since teahincsaiiiiebe . 
1958 1959 | 1958 | 1959 
pte 9 eh OF Als se 
Atlantic: 
ees ores tl Fae 8 se cae 61.4 59.8 | 105. 4 | 103.0 
IN Sa tet Se eg OE SS kee 64. 6 | 64.1 | 87.0 | 88.3 
Pacific: 
PO. SLB AI oh Geert ee 33. 6 33.5 15.8 13.6 
Pereenit! iss ho i eitist nid « diein TOS 35.4 | 35.9 | 13.0 | 11.7 
ie GFT SR MANES A Lees Dee 93.3{ 121.2] 166 
Pébdenh =< 7ib5 2522. JS Bee 100. 0 100.0 | 100. 0 100.0 
| | 








1 Including North Atlantic, South Atlantic, gulf, and Great Lakes. 


Source: Shipbuilders’ Council of America, weekly information sheets, Nos. 15, 18, 24, 27, 33, 36, 40, 45, 49 
of 1959, and 1, 7, 12 of 1960. (Note: Actual monthly employment figures used in obtaining above averages, 
except in the case of December 1958, for which month no figures published by BLS. December 1958 figure 
arrived at by using average of January-November for the December figure.) 


It will be noted that the 1959 Atlantic-Pacific employment ratio of approxi- 
mately 64 to 36 during 1959 is roughly comparable to the ratio of “working capi- 
tai funds” mentioned above. 

These employment statistics also pointedly reflect the current different situa- 
tion existing in private shipyards where the ratio is approximately 88 to 12. In 
other words, according to these statistics, there are 744 men employed in Atlantic, 
gulf, and Great Lakes private yards for every man employed in the Pacifie pri- 
vate yards. If it can be assumed that the relative employment level in naval 
shipyards is roughly comparable to the relative importance which the Navy 
places upon the two costal areas for defense purposes, then private shipyard ac- 
tivity on the Pacific coast is not at the level it should be for adequate defense 
purposes. 

The Navy’s policy of allocating work to private shipyards, as between the east 
and west coasts, is further indication of the relative importance that the Navy 
gives the west coast in order to supplement its naval shipyard facilities. Many 
expressions of the Navy policy are available but the following recent letter is 
indicative : 

DEPARTMENT OF THE NAvy, 
BUREAU OF SHIPS, 
Washington, D.C., January 26, 1960. 
Mr. L. R. SANForD, 
President, Shipbuilders Council of America, 
New York, N.Y. 

My Dear Mr. SANForD: This is in reply to your recent letter in which you sug- 
gested that the Navy’s allocation of work on the forthcoming program for in- 
activating 22 naval vessels be reviewed, with a view toward increasing the por- 
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tion of the work to be accomplished in private yards, particularly that part of 
the program which is to be accomplished on the west coast. a 

The Navy recognizes the need to preserve the valuable mobilization potential 
of the shipbuilding and ship repair industry. As you know, the Navy awards 
substantial amounts of ship construction, conversion, and repair work to the in- 
dustry in order to help maintain an adequate and well dispersed potential of 
operating yards available in event of emergency. The greater portion of Navy 
new construction work is awarded to private yards, while the major part of Navy 
repair work is undertaken in naval shipyards. , ; 

The Navy endeavors, on a long-range basis, to apportion ship repair work 
among the various naval districts, for award to private yards on a competitive 
basis, in direct relation to expected mobilization requirements for private repair 
yards in those districts. Your information is correct that out of this particular 
inactivation program the work on only one ship is to be awarded to a private 
yard on the west coast. However, it should be noted that the dollar value of 
Navy repair work awarded to private yards on the west coast during calendar 
1959 amounted to more than $31 million. 

You may be assured that the Navy will continue to give careful consideration 
to the needs and capabilities of private yards in future awards of Navy ship 
repair work. 

With kindest regards. 

Sincerely yours, 
R. L. Moore, Jr., 
Rear Admiral, USN, 
Acting Chief of Bureau. 


(Information in the hands of the Pacific coast shipbuilding industry indicates 
that the figure of $31 million quoted in Admiral Moore’s letter as the amount 
awarded by the Navy to west coast private yards in 1959 should be somewhat 
less, but I will not go into that matter as it is not pertinent to these hearings. ) 

The foregoing statistics should leave no doubt in the minds of the members 
of this committee that the Navy considers he maintenance of an adequate num- 
ber of Pacific coast shipyards, both naval and private, of utmost importance to 
the defense of this country. I would not suggest that this committee should 
accept and adopt the Navy’s policy without thorough analysis; however, I sub- 
mit that it should be given strong consideration in deciding upon the propriety 
of the proposed legislation to eliminate the 6-percent differential. 

I wish to express my personal appreciation, as well as that of Willamette 
Iron & Steel Co., for the opportunity afforded me to present this testimony and 
I hope that it will be of value to the committee in recommending to Congress 
action on this proposed bill which will be for the good of our country as a whole 
in the face of the current threat to our Nation’s security and world peace 
generally. 
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Source: Hearings: 2-11-60, House Appropriations Committee 
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STATEMENT OF Mr. Tuomas A. Rorett RE H.R. 8093 anp RELATED BILLS 


My name is Thomas A. Rotell. I am executive secretary-treasurer of the 
Pacific Coast District Metal Trades Council, AFL-CIO, which includes upward 
of 10,000 shipyard workers in private yards from San Francisco Bay to the 
Canadian border, affiliated with 11 international craft unions. 

The officers of my organization have delegated me to appear before your com- 
mittee to tell you about the condition of the shipbuilding industry in the San 
Francisco Bay area, the Portland-Columbia River area and the Seattle-Puget 
Sound area, as seen through the eyes of the men who build and repair the ships. 
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Speaking for these thousands of members of organized labor, I want to register 
the strongest possible protest against H.R. 8093 and similar bills, or any other 
type of legislation which would reduce further an already weak Pacific coast 
shipbuilding industry. Although I speak specifically in reference to the yards 
from San Francisco north, identical conditions prevail in the southern Califor- 
nia yards which are represented by other bargaining agencies. 

Ever since World War II we have watched the membership of our severa] 
eraft unions—electrical workers, boilermakers, sheetmetal workers, pipefitters, 
etc. gradually fall off. At the peak of wartime shipbuilding activity in Novem- 
ber of 1944 there were 493,000 people employed in Pacific coast yards. In 1959 
the average monthly employment in Pacific coast yards was 13,600. 

Because of the lack of new ship construction, most of our work is in ship 
repairs. Much of this can be classified as “voyage repairs’’—rush jobs, some 
times round the clock, lasting a few days. After that, the men may be laid off 
for several days or several weeks until another job comes up. 

The records of the Pacific coast shipyards metal trades trust fund show that 
in 1958 40 percent of our members worked 300 hours or less per quarter, or 
about 3714 days out of a possible 60 to 68. On an average there were 21 per- 
cent who only worked 12 days during an entire 3-month period. It was worse 
in 1959. Last year there were 51 percent of our members who failed to average 
more than 300 hours per quarter over the entire year. Three hundred hours a 
quarter is just slightly better than working half time. 

Obviously this hit or miss type of employment is not the kind to attract bright, 

energetic young men. And those who find themselves in the yards today are be- 
coming pretty restless because they can’t see any future in shipyard work, 
It is practically impossible to start an apprentice training program in Pacific 
coast private shipyards which will beet Federal and State requirements of 4 
years of training to qualify for the rating of journeyman. With most of ship- 
yard employment confined to repair jobs, it might take a man from 10 to 15 
years to accumulate the 2,000 working hours per year of on-the-job training re- 
quired, plus off-the-job schooling. 

In place of an apprenticeship program, certain crafts have found it neces- 
sary to set up on-the-job training programs for journeymen and helpers in co- 
operation with management. These projects are designed to answer the need for 
certain kinds of specialists. The programs involve going to school several nights 
a week on the man’s own time. 

Today’s modern ships require higher degrees of skill plus abilities in many 
new specialties. Last year one of the yards in the San Francisco Bay area— 
the only one engaged in building new ships under the fleet replacément pro- 
gram—needed specialists in electronic equipment. 

Because there had been no previous ship construction in this area requiring 
this particular skill, no men were available. The company selected 25 elec- 
tricians. These men were sent to trade schools for 4 months’ daytime instrue- 
tion and paid their regular hourly rate. The job is finished now. The yard has 
no more work of this type, and none in sight. These men eventually will go to 
work for shop and field industries where their new skills are in demand. The 
yard will have lost the money invested in their training. 

In the past 6 to 7 years, one of the large San Francisco yards has spent 
$1,350,000 in on-the-job training. Because of lack of continuity in employment, 
because uptown industries pay higher wages and offer greater job security, many 
of the men who were trained under this company’s expensive program are no 
longer working in any of the shipyards. 

The cost of training a work force that is forever in process of disappearing is 
one of the added costs of doing business for Pacific coast shipyards. It is one of 
the factors contributing to the cost handicap affecting our yards in bidding 
against Atlantic and other yards for new ship construction under the Govern- 
ment-financed program. 

Frankly, we of organized labor are completely baffled. We see the ranks of 
our membership continue to shrink each year, and we can’t find young men to 
replace the skilled craftsmen we are losing. Only in new ship construction is 
there any semblance of job continuity. Where the job may last a year to a 
year and a half, you can get in some “on-the-job” training. But where the work 
is spotty and intermittent, the workers become disappointed and drift away. 

Actually the shipyards have become a sort of training school for other in- 
dustries. As soon as a man thinks he has learned his trade, uptown industries 
are ready to grab him. 
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Private yard employment on the whole Pacific coast went down some 14 
percent between 1958 and 1959, compared with a fall-off of only 0.22 percent in 
all eastern and southern yards combined, and the downward trend continues, 

Typical of the situation facing all craft unions up and down the Pacific coast 
is the experience of Local 6 of the International Brotherhood of Electrical 
Workers in San Francisco. In 1958, 384 members worked out of 573 in the 
union. In 1959, 327 out of 428 members worked, and during the first 5 months 
of 1960 only 122 were working out of 417. Across the bay in Oakland the local 
there today has only about 75 members working out of 350. 

Just before I left San Francisco I called two more of our member locals to 
see how things were going. Local No. 6 of the Boilmakers in San Francisco 
reported that during the first 5 months of 1960 22 percent of the membership 
of the marine unit were unemployed. Local 886 of the Shipyard and Marine 
Shop Laborers in Oakland said that two-thirds of their members had been out 
of work during this period. Those who had been working had been employed 
on short-time jobs. From San Diego to Seattle the story is the same in all 
shipyard unions. 

All this is very alarming to those of us who went through the World War II 
shipyard experience. If we continue to lose skilled workers, someday we will 
be in the same situation as in 1941, if a similar emergency arises. The yards 
again will be paying $5 a head for recruiters to bring in any kind of worker 
who can move around under his own power, and then attempt to make a plumber, 
electrician or welder out of him on the job. 

Manpower cannot be “mothballed” indefinitely. Skills can be preserved or im- 
proved only by work. One of our most pressing needs today is the upgrading 
of skills to meet the requirements of new technology in shipyard construction. 
In the words of Secretary of Labor Mitchell: ‘“Today’s craftsmen need greater 
and more well-rounded skills than ever before because the machines and struc- 
tures we build are more complicated.” 

After the costly experience of creating a west coast shipbuilding industry 
from scratch in World War II, everyone agreed that such a situation should 
never again be permitted to occur. 

The investment by Government and private industry in shipyard facilities 
from San Diego to Puget Sound and in the training of west coast manpower was 
astronomical. It became the policy of our Government to preserve and guard 
these vital national assets for possible future use. 

The intention of Congress to maintain facilities and manpower in support of 
a strong merchant marine as an arm of national defense—on both Atlantic and 
Pacific coasts—has been demonstrated clearly by 502(d) and Publie Law 805. 

But the statistics I have quoted to you today support the claim of Pacific coast 
organized labor that the skilled manpower need for an adequate mobilization 
base is steadily disappearing through lack of work in the private yards. 

As long aS we are spending millions of dollars of public funds to maintain a 
strong merchant marine, it seems only fair that new ship construction should be 
more equitably allocated. If it costs more to build ships on the west coast, I am 
sure the American taxpayer will voice no complaint as long as it is in the interest 
of our Nation’s defense. 

We, of organized labor, on the Pacific coast are opposed to H.R. 8093 and re 
lated bills because we know that such legislation will be harmful to the ship- 
building industry in which so many of us have spent most of our working lives. 

Recent research by insurance agencies showed that the average Pacific coast 
shipyard worker is past 50 years of age. We older fellows believe that our 
country should have a strong merchant marine. We believe that our skills should 
be maintained in a state of readiness for any future emergency. 

We are shipyard men. Our hearts are in the yards. We don’t want to go 
into other kinds of industry. We want to build ships for the American flag and 
pass along our skills and experience to younger men so that our unions can 
be adequately manned at all times. 

And we hope that this committee will lend its approval to legislation which will 
enable us to develop a stronger and better shipbuilding industry on the Pacific 
coast. 


Mr. Mayer. We would like, then, if we could, for Mr. McCurdy to 
speak now. 
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STATEMENT OF J. G. McCURDY, PRESIDENT, PUGET SOUND BRIDGE 
& DRY DOCK CO., SEATTLE, WASH. 


Mr. McCurpy. Mr. Chairman and members of your committee, my 
name is J. G. McCurdy. I am president of Pugent Sound Bridge & 
Dry Dock Co., Seattle, Wash. Our company is a wholly owned sub- 
sidiary of Lockheed Aircraft Corp., this corporate identity having 
been consummated approximately 1 year ago. Our company is repre- 
sented on the board of directors of the Western Shipbuilding Asso- 
ciation. 

Puget Sound Bridge & Dry Dock Co. engages in ship repair, ship 
construction, steel fabrication, heavy contracting, and rock processing, 
Weare in our 71st year of continuous operations. In addition, through 
our subsidiary, Colby Steel & Manufacturing, Inc., we engage in the 
construction of cranes both shipboard and stationary. In our ship- 
yard we employ approximately 1,200 production workers. Since 
World War II our employment in the shipyard has varied from 75 to 
1,800 production employees a year. We, like most of the other com- 
panies who have testified before this committee, built ships for the 
U.S. Navy during World War I and World War II. 

I speak today in support of the 6 percent differential now allocated 
under section 502(d) of the Merchant Marine Act of 1936. My state- 
ment will concern the national policy as evidenced by previous con- 
gressional actions. There has never been a maritime construction con- 
tract awarded to any contractor in Seattle by virtue of the 6 percent 
differential allowance. In fact, there has never been a maritime ship 
replacement contract awarded to any company in the Seattle area. 

The Puget Sound Bridge & Dry Dock Co. has been referred to on 
several occasions during previous hearings before this committee. In 
anticipation of two questions I am sure this committee will ask, I 
would like at the outset to say a few words about our company situa- 
tion before proceeding with a review of the national policy. 

In the case of the American President Lines’ award in 1958, the 
Pudget Sound Bridge & Dry Dock Co. regretted the action it took in 
refusing to accept this contract. A decision by our board of directors 
for varied and important reasons determined this course. Factors that 
developed after the bid opening also entered into this decision. One, 
a local tax situation which was not known at the time of bidding; two, 
the negotiations with the Maritime Administration concerning the 
elimination of the defense features which were part of our bid. As you 
know, to carry out this decision we paid a penalty of $300,000, or 60 
percent of the total bid bond for forfeiture of the bid. Since the set- 
tlement of 60 percent was mutually agreed upon by the Maritime Ad- 
ministration and Puget Sound Bridge & Dry Dock Co., it should be 
indicative to you gentlemen that there was some justification for our 
having rejected the award of this bid. We consider the APL matter 
closed, the price was paid for the forfeiture, and we are hopeful that 
no animosity exists in the Martime Administration toward our com- 

any. 
he fact that Puget Sound Bridge & Dry Dock Co. was nationally 
low bidder, regardless of the 6 percent differential, I think is partially 
explained by the fact that most of the shipyards in this country were 
in the wake of the Suez tanker building program and at that time were 
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not eagerly seeking new work. The ships were later awarded to the 
San Francisco Shipbuilding Division of Bethlehem Steel Co. 
The next question you will ask is, How can Puget Sound Bridge & 
Dock Co. be the low bidder nationally on a recent bid award on 
three guided missile destroyers for the U.S. Navy and now support the 
retention of the 6 percent differential in merchant ship construction ¢ 
To this question, gentlemen, I can only say that to survive and main- 
tain a facility that can be ready for large ship work, volume becomes a 
predominant factor. It is necessary to sometimes take work at less 
than a favorable return to protect this situation. We have no magic 
formula for our production methods. We do have a background of 
experience in destroyer escort and destroyer construction, which we 
feel is an advantage to any yard in building multiple numbers of these 
types of ships. 
revious witnesses both of industry and Government have testified 
at similar hearings that the shipyards are in a depressed workload 
period. We have faith in the future of the shipbuilding business and 
consequently we made a real effort to get the destroyer contract to keep 
an organization intact. Additional costs that prevail in our area 
include the highest labor rate in the United States, lack of incentive 
and piecework provisions in our labor agreements such as some of our 
eastern competitors have, and freight costs disadvantageous on many 
of the materials which become a part of the ship. It is obvious that a 
differential of over 6 percent is necessary if we are to continue to build 
ships and realize a reasonable return to our stockholders on their in- 
vested capital. 

I felt that I should anticipate and attempt to answer these two ques- 
tions before going into the specific issues confronting your committee. 

The balance of my statement, gentlemen, pertains to a review of 
the national policy, and, in courtesy to this committee, much of the 
information I will give in this testimony has been presented to you 
before either in written form or by the witnesses who have appeared 
here, and, consequently, I would like at this time to submit to you 
the rest of my statement for the record and only tell you that we, as I 
have indicated in my opening statement, are members of the Western 
Shipbuilding Association. We concur in the presentation of Mr. Gil- 
bride. We participated in the findings that he presented to you gen- 
tlemen. 

The rest of the statement, in brief, concerns quotations by many 
of the gentlemen with which I am sure you are familiar, a review of 
the present legislation, and quotations on the part of important mem- 
bers of the Navy and of the Maritime. 

I submit this for the record, sir, and I want to take this opportunity 
of expressing for myself and again on behalf of the other members 
of the Western Shipbuilding Association appreciation for the com- 
mittee allowing us to have this opportunity of appearing before you. 

The Cuarrman. Thank you very much, sir. 

(The statement referred to follows :) 


STATEMENT OF J. G. McCurpy, PRESIDENT, PuGet Sounp Bripce & Dry Dock Co., 
RELATIVE TO H.R. 8093 AND RELATED BILLS 


My name is J. G. McCurdy. I am president of Puget Sound Bridge & Dry 
Dock Co., Seattle, Wash. Our company is a wholly owned subsidiary of Lock- 
heed Aircraft Corp., this corporate identity having been consummated approxi- 
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mately 1 year ago. Our company is represented on the board of directors of the 
Western Shipbuilding Association. 

Puget Sound Bridge & Dry Dock Co. engages in ship repair, ship construction 
steel fabrication, heavy contracting, and rock processing. We are in our Tlst 
year of continuous operations. In addition, through our subsidiary, Colby Steg) 
& Manufacturing, Inc., we engage in the construction of cranes, both shipboard 
and stationary. In our shipyard we employ approximately 1,200 production 
workers. Since World War II our employment in the shipyard has varied from 
75 to 1,800 production workers. During the last 5 years, we have averaged 
approximately 960 production employees a year. We, like most of the other 
companies who have testified before this committee, built ships for the U.S. Navy 
during World War Land World War II. 

I speak today in support of the 6-percent differential now allocated under see- 
tion 502(d) of the Merchant Marine Act of 1936. My statement will concern 
the national policy as evidenced by previous congressional actions. There hag 
never been a maritime construction contract awarded to any contractor in Seattle 
by virtue of the 6-percent differential allowance. In fact, there has never been 
a maritime ship replacement contract awarded to any company in the Seattle 
area. 

The Puget Sound Bridge & Dry Dock Co. has been referred to on several 
occasions during previous hearings before this committee. In anticipation of 
two questions I am sure this committee will ask, I would like at the outset t¢ 
say a few words about our company situation before proceeding with a review 
of the national policy. 

In the case of the American President Lines’ award in 1958, the Puget 
Sound Bridge & Dry Dock Co. regretted the action it took in refusing to ae- 
eept this contract. A decision by our board of directors for varied and im- 
portant reasons determined this course. Factors that developed after the 
bid opening also entered into this decision. One, a local tax situation which 
was not known at the time of bidding; two, the negotiations with the Mari- 
time Administration concerning the elimination of the defense features which 
were part of our bid. As you know, to carry out this decision we paid a pen- 
alty of $300,000, or 60 percent of the total bid bond for forfeiture of the bid. 
Since the settlement of 60 percent was mutually agreed upon by the Maritime 
Administration and Puget Sound Bridge & Dry Dock Co., it should be indica- 
tive to you gentlemen that there was some justification for our having re 
jected the award of this bid. We consider the APL matter closed, the price 
was paid for the forfeiture, and we are hopeful that no animosity exists in 
the Maritime Administration toward our company. 

The fact that Puget Sound Bridge & Dry Dock Co. was nationally low bidder, 
regardless of the 6 percent differential, I think is partially explained by the 
fact that most of the shipyards in this country were in the wake of the Suez 
tanker building program and at that time were not eagerly seeking new work. 
The ships were later awarded to the San Francisco Shipbuilding Division of 
Bethlehem Steel Co. 

The next question you will ask is, How can Puget Sound Bridge & Dry Dock 
Co. be the low bidder nationally on a recent bid award on three guided mis- 
sile destroyers for the U.S. Navy and now support the retention of the 6 per- 
cent differential in merchant ship construction? To this question, gentlemen, 
I can only say that to survive and maintain a facility that can be ready for 
large ship work, volume becomes a predominant factor. It is necessary to some 
times take work at less than a favorable return to protect this situation. We 
have no magic formula to our production methods. We do have a background 
of experience in destroyer escort and destroyer construction, which we feel is 
an advantage to any yard in building multiple numbers of these types of 
ships. 

Previous witnesses both of industry and Government have testified at similar 
hearings that the shipyards are in a depressed workload period. We have faith 
in the future of the shipbuilding business and consequently we made a real ef- 
fort to get the destroyer contract to keep an organization intact. Additional 
costs that prevail in our area include the highest labor rate in the United States, 
lack of incentive and piecework provisions in our labor agreements such as some 
of our eastern competitors have, and freight costs disadvantages on many of 
the materials which become a part of the ship. It is obvious that a differential 
of over 6 percent is necessary if we are to continue to build ships and realize 
a reasonable return to our stockholders on their invested capital. 
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I felt that I should anticipate and attempt to answer these two questions 
pefore going into the specific issues confronting your committee. 

We consider that there are two issues involved, a fact issue and a question of 
public policy. The fact question is whether or not it is more costly to build 
oceangoing vessels on the Pacific, and the public policy question is whether, 
this being so, it should be national policy to recognize this differential in a 
statute such as section 502(d) of the Merchant Marine Act. We have already 
covered the fact question in Mr. Gilbride’s statement, and my purpose is to re- 
view the public policy question. We think these policy matters relate to our 
national defense and the commerce of the Nation. 

From the defense standpoint, we believe there is no doubt that our national 
policy holds that it is essential to have a strong and active shipbuilding industry 
on the Pacific coast as well as our other coastal areas if our country is to be 
adequately prepared to meet a threat to our national security. Basically, there 
are two reasons for this: First, in time of war or threat of war, our Nation must 
maintain adequate military, as well as merchant marine fleets capable of con- 
version to military purposes, in both the Pacific and Atlantic areas. This means 
the maintenance of available shipyard facilities, private as well as naval, on 
the Pacific and Atlantic coasts to service such fleets. Secondly, the matter of 
strategic dispersal of shipyards in the event of enemy attack is of obvious im- 
portance in this era of potential thermonuclear warfare. 

From the commerce standpoint, the policy involved is that a major factor in 
the economic well-being of our country is a modern, adequate merchant marine 
to implement our coastwise, intercoastal, and foreign trade potential. 

The strongest evidence of this policy of maintaining an active, healthy ship- 
building industry on both coasts is to be found in the laws of Congress, in- 
cluding the statutes now sought to be amended by H.R. 8093 and related bills. 
Three existing statutes clearly demonstrate this intent of Congress: 

1. Section 502(d) of the Merchant Marine Act of 1936, commonly known as 
the 6 percent differential section. 

2. Section 509 of the Merchant Marine Act of 1936. 

3. Section 502(f) of the Merchant Marine Act of 1936, amended in 1956, and 
commonly known as Public Law 805. 

Section 502(d), enacted as an integral part of the original Merchant Marine 
Act of 1936 and often called the Magna Carta of the American merchant marine, 
basically provides for the payment of Federal funds to American-flag operators 
in amounts necessary to equalize certain of their ship construction and recon- 
ditioning costs with those of foreign flag competitors. ‘The act, however, us 
stated in the preamble, goes further in declaring that the defense-commerce 
essentiality should apply not only to ship construction and reconditioning, but 
also to the maintenance of a shipbuilding industry. Obviously to that end, 
section 502(d), further provides, in substance, that in the case of vessels built 
for American-flag operators having differential subsidy contracts with the 
Maritime Administration, whose offices are on the Pacific coast, the award of 
ship construction and ship reconditioning contracts must be made to a Pacific 
coast bidder, even though the Pacific coast bidder is not low, whenever the 
Pacific coast bid is within 6 percent of the lowest responsible bidder from the 
Atlantic coast. (The vessel on which the work is to be performed must also 
be intended for operation in U.S. foreign trade, calling at Pacific coast ports.) 
This 6 percent provision of section 502(d) supports, and is based upon, the 
proposition that a healthy, active shipbuilding industry on the Pacific coast, as 
well as other coastal areas, is essential to the defense and commercial welfare 
of our country. 

Under the current construction program, the 6 percent differential would 
apply to only 55 vessels of the 294 total now forecast for replacement. Of the 
55 vessels, 11 have already been awarded, leaving 44 vessels on which the award 
would have 6 percent consideration. 

The preamble of the act makes this abundantly clear. Hon. Herbert C. Bonner, 
chairman of the House Committee on Merchant Marine and Fisheries, in a 
statement dated April 28, 1958, summed up the preamble in these words: 

“This country has learned bitter and costly lessons in national emergencies 
Several times in this century. With intent to avert repetition of past mistakes, 
the Congress has firmly established our national policy to maintain and develop 
for the national defense and our foreign and domestic commerce an American 
flag merchant marine composed of the best-equipped, safest, and most suitable 
types of vessels, constructed in the United States and manned with a trained 
and efficient personnel.” 
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The preamble specifically states that such an American merchant marine 
would also serve as “a naval and military auxiliary in time of war and national] 
emergency.” It should be obvious that for an American merchant marine to 
operate in peace or in war or in time of national emergency, it must have ship. 
yard facilities and it must have them on all coastal areas of the United States, 

The Honorable Joseph P. Kennedy, the first Chairman of the Maritime Com- 
mission under the new Merchant Marine Act, stated : 

“* * * there is a decided advantage, both commercial and military, in having 
our (ship) building and repair facilities well distributed over the three 
coasts * * *. You have 3,000 miles of (Pacific) coastline. Commercial and 
military considerations alike dictate the maintenance of a strong construction 
industry on these shores, even though it may involve some extra expense,” 
(Quotation by Arthur Eldridge, Los Angeles Harbor Department manager, 
from radio broadcast by Mr. Kennedy. Testimony by Mr. Eldridge on January 
18, 1988, before the House Committee on Merchant Marine and Fisheries re 
H.R. 8532.) 


In the same hearings in 1938, the Honorable John F. Dockweiler, Representative 
in Congress from the State of California, included the following comments in 
his statement of January 19, 1938: 

“Therefore, from the national defense angle alone it is essential that the 
Congress care for and subsidize any construction and operation of ships in 
Pacific waters plying between ports of the United States and foreign ports so 
that when such an emergency arose we would have ample auxiliary help from 
such shipping. If the Pacific coast shipyards are not encouraged to remain on 
the Pacific coast because of lack of work and employment, the U.S. Government 
in time of emergency, would beyond the question of a doubt, be impaired both 
as to construction and repair of the ships of the line and their auxiliaries. The 
President, in his speech the other day to us in Congress, emphasized the point 
that in the whole picture of national defense we must consider the Pacific coast 
as well as the Atlantic coast as our frontiers, and I think you gentlemen know 
what I mean when I say that the most important frontier of today is the Pacific 
coast. I believe that this committee, through appropriate amendments, some of 
which you have before you and which I have mentioned, should cooperate with 
the President of the United States in his efforts to upbuild the national defense 
program of this country, and certainly this committee should regard all coastal 
facilities, on both the Pacific and Atlantic coasts, in a whole well-rounded picture 
of supplying shipping and construction in these localities. It is true we passed 
our Merchant Marine Act of 1936, which substituted out of the way all previous 
acts, hurriedly and without a full understanding of the force and effect of the 
act, which is now beginning to be felt, particularly so far as the effects are 
concerned in its national defense equation. There is no better time for your 
committee than at this juncture to produce a bill which will subsidize ship con- 
struction and subsidize ship operations whether it be intercoastal or foreign, on 
both great oceans, the Pacific and the Atlantic.” 

Section 509 of the Merchant Marine Act of 1936 further demonstrates the 
basic policy of Congress that a Pacific coast as well as Atlantic coast ship- 
building industry is essential to the commerce and defense of the United States. 
This section, commonly known as the Ship Mortgage Section, provides for a 
substantial Government loan, secured by a preferred ship mortgage, giving the 
prospective operator an interest concession of three-fourths of 1 percent under 
the minimum rate which would otherwise be available. Like section 502(d), 
section 509 provides that when the applicant has his place of business on the 
Pacific coast and when the vessel is to be operated in coastwise, intercoastal, or 
other domestic service, route, or line from or on the Pacific coast of the United 
States, then, in order to qualify for the Government financing, the operator must 
award the work to a Pacific coast shipyard if the bid of such Pacific coast ship- 
yard is within 6 percent of the bid of an Atlantic coast yard, even though the 
Atlantic coast yard bid is low. 

Section 502(d) is applicable only to offshore shipping with vessels operating in 
our foreign trade and on essential trade routes where the American flag must 
fly to serve our commerce and to provide a familiarity with routes for defense 
purposes. Section 509, however, carries this basic concept further in that it is 
applicable not only to vessels operating in foreign trade, but also to vessels in 
U.S. intercoastal and coastwise trade. This is the portion of our American 
merchant marine fleet which is always in a home port, or close to one, so that it 
may be more quickly pressed into Government service in the event of a national 
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emergency. In World War II this was the portion of our American fleet that 
first answered the call to arms and was turned over to the Government for war 
service. 

Section 502(f), commonly known as Public Law 805, essentially provides that 
the Secretary of Commerce shall periodically survey the private shipbuilding 
facilities in the various areas of the United States “to determine whether their 
capabilities for merchant-ship construction * * * provide an adequate mobiliza- 
tion base at strategic points for purposes of national defense and national 
emergency.” If it is determined that the capabilities of any particular area are 
not adequate for national defense purposes, then the Secretary of Commerce, 
with the approval of the President, may award a construction contract to the 
area regardless of the fact that the low bid for the work involved may have been 
from another area. When an award is made on this basis, the act provides that 
the excess of the cost shall be paid by the Maritime Administration as a part of 
the cost of national defense and shall not be considered as a part of the con- 
struction-differential subsidy. 

Rear Adm. Albert G. Mumma, USN, Chief, Bureau of Ships, Department of 
Defense, in testimony on the proposed legislation on June 13, 1956, before the 
Subcommittee of the House Merchant Marine and Fisheries Committee stated 
in part: 

“The proposed bill is concerned with the objective of maintaining a strong 
mobilization base of widely dispersed operating shipyards capable of meeting 
wartime defense requirements. This is a problem of vital and continuing con- 
cern to both the Department of Defense and Department of Commerce, and 
I might insert as well of the whole Nation, particularly in view of the limited 
availability of new oceangoing ship construction each year. 

“A vastly increased need for shipyard skills and facilities is expected during 
any future defense emergency. To meet this need, a shipbuilding and repair 
potential capable of rapid expansion must be maintained in peacetime. 

“Moreover, in the thermonuclear age, strategic dispersal of the operating ship- 
yards comprising this potential is of the utmost importance. 

“The Navy Department has an important responsibility for helping to main- 
tain a satisfactory mobilization base of private yards qualified in the construc- 
tion, conversion, and repair of combatant ships. Our naval shipyards are chiefly 
relied upon, in wartime, to perform battle-damage and emergency repairs and 
conversions. 

“The mass production of new naval vessels and auxiliary conversions, as well 
as new merchant ship construction, therefore, must be accomplished in private 
yards. 

“In fulfilling this responsibility, the Navy has awarded in the postwar years, 
a major portion of its shipbuilding and conversion work, and a substantial 
amount of repair work, to private yards. Special care has been taken to dis- 
perse this work strategically through our country’s maritime areas. 

“Sizty percent of the Navy’s current $2.9 billion construction and conversion 

program is being accomplished by private industry.” [Italie added.] 
Dispersal of shipyard facilities is also of substantial importance to the ship 
operators. Mr. Ralph B. Dewey, president, Pacific American Steamship Associa- 
tion, in testimony relating to Public Law 805, stated before this subcommittee 
on June 13, 1956: 

“It seems to me, Mr. Chairman, that these hearings would not be complete 
without some voice from the ship operators. I think that perhaps the Pacific 
coast ship operators have as great a stake in the ship construction dispersal 
within this country as any others. There is a natural interest and inclination 
by any ship operator operating from the Pacific coast to use yards which are 
in his own neighborhood. 

“This is more than just an inclination. Jt is an economic advantage to have 
available close by during the operation period of the vessel skilled men who 
participated in the construction phase * * *, So, as to orient the hearing, Mr. 
Chairman, a little bit further into the area of ship operation, we do sincerely 
urge that this committee by whatever language seems appropriate empower, 
indeed mandate, the Maritime Administration in coordination with the Depart- 
ment of the Navy to develop material and data which will bring clearly forth 
and show the necessity for dispersal of ship facilities within this country.” 
[Italic added. ] 

The enactment of these statutes has not resulted in the award of a dispro- 
portionate amount of work to Pacific coast yards. Other witnesses will touch 
on the present status of this matter, but I wish to mention it briefly here. At 
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present, National Steel & Shipbuilding Co. in building two ships for American 
Export Lines; Todd Shipyards Corp., two ships for Moore-McCormack; and 
Bethlehem Steel Corp. Shipbuilding Division, two ships for American President 
Lines, all under Public Law 805 (502(f)). Under 502(d), the so-called 6-percent 
provision, Todd Shipyard Corp. is now constructing three ships for American 
Mail Line; and Bethlehem Steel Corp., two ships for Pacific Far East Lines. 

Some criticism has been made from time-to-time of these statutes on the basis 
that they tend to limit or restrict, to some degree, the otherwise open competitive 
bidding situation, and that the Government is obligated to, in most cases, bear 
the cost of such a restriction. However, national policy cannot be based on 
matters of economics alone. This was clearly pointed up by Mr. Earl W. Clark, 
Deputy Maritime Administrator, in a statement on July 8, 1953, before the 
special subcommittee on Maritime subsidies of the Senate Committee on Inter- 
state and Foreign Commerce. In answer to a question from the committee 
eouncil as to the commercial importance of shipyards, Mr. Clark quoted from 
an article by Prot. James W. Cuilin, assistant director of research, Harvard 
Graduate School of Business, as follows: 

“Tt is not because of any inalienable right to engage in shipbuilding that the 
private operators ought to continue in business but rather because of the special 
qualities which they have to offer a country that needs a shipbuilding industry, 
The Federal Government is responsible for preserving the industry because 
shipbuilding is necessary for national security and will not be properly main- 
tained by economic forces alone. By making use of the special qualities available 
only in private yards, however, the Federal Government can better and more 
cheaply assure the continued existence of a healthy, though small, shipbuilding 
industry in the years ahead so that in this area at least the country’s security 
will be protected. 

“One of the subtlest lessons to be learned from a study of economics and 
shipbuilding is that economics, as it is usually understood, is not the controlling 
factor in shipbuilding to the extent that it is in many other industries. The 
importance of shipbuilding to the nations of the world, both in their warmaking 
activities and in their economic development, has been so great that economics 
has been tempered by and at times supplanted by politics. At times, then, ques- 
tions in shipbuilding that appear to be economic are answered with political 
answers. 

“This final word, stressing the importance of politics in shipbuilding, should 
not be taken as including any of the sinister insinuations sometimes implied in 
the word ‘politics.’ Rather, the importance of politics is a natural development 
which grows out of the relationships of shipbuilding to the welfare of nations, 
Economics was once defined as a ‘study of mankind in the ordinary business of 
life’ and politics as ‘the science and art of government.’ Thus, the fact that 
the shipbuilding industry has been influenced by politics is merely a projection 
of the fact that shipbuilding is important not only to people trying to make a 
living but also to nations trying to protect and improve their positions in the 
world.’ [Italic added. ] 

The above I submit clearly demonstrates that by these three enactments of 
Federal law, Congress has determined, as a matter of national policy, that the 
maintenance of a strong and active shipbuilding and ship repair industry on 
the Pacific coast is essential to the commerce and defense of the United States. 
To repeal any portion of these laws would be, in my opinion, ill-considered 
legislation. 

I wish to thank this committee for the opportunity to appear and present this 
testimony. 


The Cuatrman. Are there any questions? 

Mr. Boryxtn. Yes. 

I wish we had you on the gulf. You said it would be hard to make 
any money on the 6-percent differential, that you would need more, 
and I agree with you. But what are we going to do with the other 
people who do not even have the 6 percent ? 

I will tell you what I really think. I think we are really going to 


have to subsidize our shipbuilders much more than we are doing right 
now. 
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I donot think you ought to. have a 6-percent differential. If you 
do, I think all of us should have one. I think we ought to-give all 
or more if we are to get any business. 

Mr. Bonner sent a committee to most of the shipyards of the world. 
Most of the members are here. Mr. Garmatz was with us. All of the 
shipyards in the world are just loaded with ship contracts, mostly 
from this country. 

I do not believe that there is any way that 6 percent or even 10 or 12 
percent would make you able to compete with them. I think we remy 
and truly have to have a real differential, not a 6-percent differential. 

I think you have made a wonderful statement, and, if I were out 
your way, [ would do the same thing. 

’ Mr. McCurpy. Thank you, sir. 

Mr. Petty. Would the gentleman yield? 

Is the gentleman in favor of allocating shipbuilding to all the 
areas ? 

Mr. Boykin. I am, but I am not in favor of giving us on the gulf 
and on the east coast or Great Lakes or the west coast 6 percent. When 
one of us gets it there is no way that the rest of us can compete. 

I am in favor of giving a great deal more than that and let us build 
our ships. 

I just went into these foreign yards. Several men here went with us. 
It just made me sick. They all had enough business to do them until 
1966. 

Here you are sitting here fighting like a tiger, fighting to get enough 
for this year, I imagine. It is all wrong. We have to look out for 
our people. 

We went to Japan. Mr. Tollefson was with us, a good Republican. 
You did not know there were any good Republicans, did you? There 
is a good one. 

They have just more business than they know what todo with. Look 
at what they did to us this morning. I imagine you would not run the 
President back if you had some of these contracts and you had come 
out there where your great shipyard is that you have had for 97 years. 

If you do not get more than 6 percent, I do not believe you can get 
any business because they are not paying people anything to work out 
there and we are paying our people. 

There is no way to compete unless we get a real differential, in 
my judgment. That isthe way I feel about it. 

Mr. McCurpy. Yes, sir. 

The CHarrman. Are there any other questions ? 

Mr. Tollefson ? 

Mr. Totterson. No. 

Mr. Downtne. Mr. Chairman. 

The Cuairman. Mr. Downing. 

Mr. Downing. How much did you bid under all the other yards 
on these three missile destroyers per ship ? 

Mr. McCurpy. Mr. Downing, as you know, the Navy does not pub- 
lish the entire bid review. 
ur Downinc. Was it not in the neighborhood of $1 million per 
ship ? 

Mr. McCourpy. As I mentioned, sir, the Navy does not publish the 
review, so I have no way of knowing. 
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Mr. Down1ne. You must know for what amount of money you are 
building the ship. 

Mr. McCorpy. Yes, but you are asking how much I underbid the 
next bidder. 

Mr. Downtna. And you do not know that ? 

Mr. McCorpy. Yes,sir. This is Navy work. 

Mr. Down1ne. And the Navy does not publish the bid ? 

Mr. McCurpy. That is correct; only the low bidder. 

Mr. Downtna. How did you know that Puget Sound was low 
bidder? 

Mr. McCurpy. On the Navy work? 

Mr. Downtna. Yes. 

7 a McCourpy. I assume that the Navy must have taken the lowest 
id. 

Mr. Downtne. That is another example of a lot of complaining about 
this 6-percent differential and still getting bids on a low-bid basis. 
Mr.Chairman. That isall I havetosay. 

‘The Coatrman. Are there any other questions ? 

Mr. Casey. Yes. 

You state in your statement that you were low bidder. It is not 
necessary for the Navy to take the low bid. They place their ships 
on Navy work on the basis of keeping the yards busy, do they not? 

Mr. McCurpy. They have in the past; yes, sir. 

Mr. Casry. That is the national policy so far as Navy contracts are 
concerned. 

You communicate with the other bidders, do you not, after these bids 
areover? Isthatthe way you found out you were low ? 

Mr. McCurpy. No, sir. We were called back to the Navy Depart- 
ment by the U.S. Navy. 

Mr. Caspy. And they told you you were low bidder ? 

Mr. McCourpy. They said, “We are ready to negotiate a contract 
with you.” 

Mr. Casey. I know that, but what about your statement that you 
were low ? 

Mr. McCurpy. I say I am assuming that the Navy took the low bid. 

Mr. Casry. You know for a fact you were low, do you not? 

Mr. McCurpy. We must have been. We got the job. 

Mr. Casey. Not on that basis alone but you communicate with these 
other bidders so that you see just how you came out after you submit 
the bid, do you not ? 

Mr. McCurpy. I do not know the other yards’ prices on this work, 
sir. 

Mr. Casey. How much did you bid on these ships? 

Mr. McCurpy. The published price is available. I do not know 
that I have the exact figure in front of me but approximately, without 
the definite figure in front of me, I would say it is around $15,400,000 
each for three. 

Mr. Casey. In the shipbuilding business, is it not customary, or at 
least I have found it customary in other construction business of all 
types, that after these people put in the bids they all get together and 
say, “What did you put in?” 

Sometimes they want to find out in advance. 

You do not confer with other bidders to see how your bid that you 
submitted compared with what they submitted ? 
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Mr. McCurpy. That is correct. 

Mr. Casey. You do not? 

Mr. McCurpy. I do not. 

Mr. Casey. You do not communicate with them at all? 
Mr. McCurpy. No, sir. 

Mr. Casey. You just assume that you were low bidder? 
Mr. McCurpy. That is correct. 

Mr. Casey. That is all, Mr. Chairman. 

The CHarRMAN. Are there any other questions ? 
Thank you very much. 

Mr. McCurpy. Thank you, sir. 

The CHairMAN. The next witness. 


STATEMENT OF ROBERT S. LAUTER, EXECUTIVE VICE PRESIDENT, 
ETS-HOKIN & GALVAN, INC. 


The Cuamman. You may proceed. Will you give your full name? 

Mr. Laurer. Mr. Chairman and members of the committee, my name 
is Robert S. Lauter. I am executive vice president of Ets-Hokin & 
Galvan, Inc., a Pacific coast firm engaged in marine electrical and fire 
protection installations and the sale of marine supplies. 

We represent many eastern manufacturers of marine gear and sup- 
plies such as generators, shipboard cables, marine telephones, fire pro- 
tection gear, marine fixtures and fittings, et cetera. 

As a supplier to the Pacific coast shipbuilding and ship repair in- 
dustry for 40 years, we believe that we voice the sentiments of the 
many hundreds of vendors from Seattle to San Diego when we respect- 
fully urge your committee to reject H.R. 8093 and similar bills which 
would so seriously impair the west coast shipyards’ ability to meet 
mobilization requirements. 

We of the marine supply industry play an important part in the 
maintenance and the building of the American merchant marine. 
Without our services it would be difficult to keep the American fla 
on the high seas or to carry on the fleet replacement program at peal 
efficiency. 

But today, the marine supply business is far from being in a healthy 
state because it is still too closely geared to the ship repair industry. 
Because of the sporadic demands of the ship repair business, most west 
coast suppliers have been carrying only skeleton stocks. Without 
the steadier demands of a new ship construction industry, most sup- 
pliers cannot afford to keep on their shelves items for which there 
may be only occasional calls. Good business practice requires that 
stocks should turn over about four times a year if the supplier is to 
make a profit and stay in business. 

Therefore, it has been the practice of a Pacific coast supplier to 
keep a bare-bones inventory and to order from the East on demand. 
Our inability to provide on-the-spot service has caused the U.S. Navy 
to do most of its purchasing in the East. 

_ For the purpose of saving time, the remainder of my statement 
Is really a historia! analysis in outline since World War II of the 
problems in the marine supply business. 

To back up our beliefs, our feelings, we cite one or two cases which 
happened to our particular firm. As a result of these particular 
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cases where we had to actually make the item ourselves, it cost the 
Government a great deal more in time and money. I will merely 
conclude my remarks with the final paragraph of my statement. 

As shown by our own firm’s experience, this is not the way to be 
prepared for a national emergency. Inability to provide supplies 
and component parts is a national defense hazard. Such a dangerous 
situation can be avoided in the future only by a strong and equitably 
distributed ship construction program for Pacific coast shipyards. 

I want to thank you for taking the time in listening to me. 

(The statement referred to above follows :) 


STATEMENT OF Ropert S. LAUTER, RE H.R. 8093 AND RELATED BILLS 


My name is Robert S. Lauter. I am executive vice president of Ets-Hokin & 
Galvan, Inc., a Pacific coast firm engaged in marine electrical and fire protection 
installations and the sale of marine supplies. 

We represent many eastern manufacturers of marine gear and supplies such 
as generators, shipboard cables, marine telephones, fire protection gear, marine 
fixtures and fittings, etc. 

As a supplier to the Pacific coast shipbuilding and ship repair industry for 
40 years, we believe that we voice the sentiments of the many hundreds of 
vendors from Seattle to San Diego when we respectfully urge your committee 
to reject H.R. 8093 and similar bills which would so seriously impair the west 
coast shipyards’ ability to meet mobilization requirements. 

We of the marine supply industry play an important part in the maintenance 
and the building of the American merchant marine. Without our services it 
would be difficult to keep the American flag on the high seas or to carry on the 
fleet replacement program at peak efficiency. 

But today we are far from a healthy business because we still are too closely 
geared to the ship repair industry. Because of the sporadic demands of the 
ship repair business, most west coast suppliers have been carrying only skeleton 
stocks. Without the steadier demands of a new ship construction industry, most 
suppliers cannot afford 'to keep on their shelves items for which there may be only 
occasional calls. Good business practice requires that stocks should turn over 
about four times a year if the supplier is to make a profit and stay in business. 

Therefore, it has been the practice of a Pacific coast supplier to keep a bare- 
bones inventory and to order from the East on demand. Our inability to provide 
on-the-spot service has caused the U.S. Navy to do most of its purchasing in the 
East. 

It can be seen readily that a supply industry operating on this type of hand-to- 
mouth basis, has been and still is in a poor position to serve the American 
merchant marine in time of emergency. 

Illustrative of what it means to be unprepared for an emergency is our firm’s 
experience with just one item in 1950. After World War II we had on hand a 
considerable stock of armature coils for rewinding of winch motors. All through 
1946, 1947, 1948, and 1949 our customers got fewer and fewer as more and more 
ships were mothballed. As the armature coils were used, stock was not re 
plenished. 

Then came the Korean action, with an overnight surge of business as ships 
came out of the mothball fleet. There were only two manufacturing concerns, 
both located in the East, making these coils. Of course, they soon were swamped 
with orders that they couldn’t fill. 

In desperation, to avoid a wait of from 6 weeks to 2 months in having our 
orders filled, we took flat copper sheets and made the wire and the armature 
coils ourselves, at a terrific cost, as you can well believe. 

We found it impossible to get brushes for winch motors—motors, for instance, 
used on the main anchor. In order for several Navy light cruisers to leave the 
Navy yard for Korean duty, we were forced to make the brushes ourselves out of 
carbon. In time of emergency there is no margin allowed for “ordering from 
the East.” 

World War II found us forced to manufacture certain important ship con- 
struction components, because eastern factories were so overloaded with orders 
that deliveries took many months. Our firm spent considerable money on dies 
and patterns to make marine fixtures because of the delay in ordering from the 
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Fast. After the war was over, we discontinued this activity because there wasn’t 
sufficient volume. 

Today there is no company on the west coast manufacturing marine fixtures 
on a production basis. Finished fixtures must come from the east coast at high 
freight rates. Likewise, the finished items for switchboards are all brought in 
from the East for assembly here. Many of these ingredients could be manu- 
factured on the west coast, and supplied at a substantial saving if there were 
sufficient demand. 

A healthy shipbuilding industry on the Pacific coast would create a consistent 
demand for all types of marine supplies, which in turn would make it possible 
for many more items to be manufactured on the west coast. This would save 
high freight costs and would contribute materially to bringing down the cost 
of new ships built out here. 

Only in the past 2 years has our firm been able to carry stock for immediate 
service to merchant and Navy ships—because of new ship construction made 
possible through the operation of 502(d) and Public Law 805. 

If H.R. 8093 and related bills should be approved by Congress—thus reducing 
the number of new ships which might be available to our Pacific coast yards— 
we and the rest of our fellow suppliers will again have to revert to the previous 
“order from the East on demand” basis. 

As shown by our own firm’s experience, this is not the way to be prepared for a 
national emergency. Inability to provide supplies and component parts is a 
national defense hazard. Such a dangerous situation can be avoided in the 
future only by a strong and equitably distributed ship construction program for 
Pacific coast shipyards. 

The CHairMAN. Are there any questions? 

Mr. DownrNna. I have one question, Mr. Chairman. 

What connection does Mr. Jeremy Ets-Hokin have with Ets-Hokin 
& Galvan, Inc. ? 

Mr. Lauter. He is the president. 

Mr. Downtne, Are you familiar with a statement that he made 
recently in the Iron Age magazine ? 

Mr. Lauter. No, I am not, sir. 

Mr. Down1na. In which he said that we can get along without the 
6-percent differential and boasted that they had $100 million worth of 
work on the coast ? 

Mr. Lauver. I am not aware of that statement. I can only specu- 
late and say that if the statement, or a statement, was made that, as 
pened, it was probably twisted. I cannot believe that Jeremy Ets- 

okin would make such a statement. 

Mr. Downtna. Tell me this: Was not Mr. Ets-Hokin at one time 
chairman of the Government’s ship repair program ? 

Mr. Lauter. Yes, he was. 

Mr. Downinc. Right after he made that statement, did he not for 
some reason retire from that position ? 

Mr. Lauter. As I said earlier, I am not aware of this particular 
statement. I am aware of the facts involved in his retirement, so to 
speak, which has absolutely nothing to do with this particular ‘state- 
ment. 

Mr. Down1ina. Tell me this: Did his retirement occur shortly after 
the statement was made ? 

Mr. Laurer. You will have to tell me when the statement was 
made. 

Mr. Downrne. It came out in the April 28, 1960, issue of Iron Age. 

Mr. Laurer. Well, if I am correct, and do not hold me to it, I think 
he retired sometime in May. 

Mr. Downie. I recommend that you read the April 28, 1960, issue 
of Iron Age. It is most interesting. 
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Thank you. You made a fine statement. 

Mr. Casey. I would like to ask one question. 

The CuHarrman. Mr. Casey. 

Mr. Casey. Are you familiar with the testimony that was made in 
support of this bill? Have you reviewed it? 

Mr. Laurer. Very little. I am aware of the testimony in general 
terms. 

Mr. Casry. We had testimony here, if my memory serves me right, 
in support of the bill which stated that some of these very things 
that you talk about here and they had letters from east coast suppliers 
who quoted prices to deliver anywhere within the continental United 
States and the prices were all the same. 

Mr. Lauter. Let me say this: The freight differential is quite 
different. 

Mr. Casey. I know that, but the price was delivered at any ship- 
yard within the United States and the price was the same regardless 
of where the yard was located. 

Mr. Laurer. Well, I am not aware of these particular firms or this 
particular testimony you are talking about. 1 can only cite informa- 
tion based on our own experience. 

I know for a fact and I can give you one specific example of Lovell- 
Dressel, which is an eastern manufacturer of marine fixtures and 
fittings. We have been doing business with Lovell-Dressel for many, 
many years. They havea differential. They are probably the largest 
marine electrical fixture house in the country. They have a differ- 
ential. 

Hose-McCann has a differential. Carlysle, Finch, searchlights, 
a firm we represent, has a differential. D.W. Onan & Sons, manufac- 
turer of generators, both marine and commercial, have a differential. 

Mr. Casey. To what does that differential amount, percentagewise? 

Mr. Lauter. It varies, sir. It depends actually on the margin of 
profit involved in a particular item. It can vary anywhere. Well, for 
example, in Lovell-Dressel’s line, there is a 5 percent differential. 
In the Onan line there is roughly a 74% percent differential. In the 
Carlysle-Finch line it may be a very nominal one. Offhand, I do not 
have the figures in front of me and I am not positive. 

I know specifically in the cases that I have just cited that there is 
that differential. 

Mr. Casry. Now on these items, do I understand that you are a 
manufacturers’ representative and a manufacturer also? 

Mr. Laurer. We are not a manufacturer. We are a prefabricator 
in some cases, such as in the field of specialty switchboards. We have 
to buy component parts from a particular source and we assemble 
them. Weare also a distributing organization. 

Mr. Caszy. What percentage of the total cost of a ship would the 
products that you handle constitute? 

Mr. Laurer. Well, let me put it to you this way: I am more fa- 
miliar with the construction end of our business which incorporates 
these products. In other words, we are installers as well as distribu- 
tors. 

Mr. Mayer could give you this. 

For example, I can give you one particular contract that we have, 
one major contract on the west coast, and that is at National Steel, 
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where we have six C-3 Mariner-type vessels. The total work involved 
in these particular vessels runs approximately $214 million. 

Mr. Casry. How many vessels 

Mr. Lauter. Six. 

Mr. Casey. Six vessels. 

Mr. Lauter. Now, related to the total cost I do not have those 

res. 
nt Casry. The vessels run anywhere around $12 million ? 

Mr. Mayer. Generally, the electrical cost of a modern merchant 
vessel is about 5 percent as per the exhibit which was placed before this 
committee on Monday and in general the differential cost on electrical 
items is 10 percent. 

This is contained in an exhibit which was placed before the commit- 
tee Monday. 

Mr. Casey. I have no further questions. 

Mr. Mriiter. Mr. Chairman. 

Mr. Jeremy Ets-Hokin’s name was brought into this as previous 
Chairman of the Government’s Shipbuilding Committee. When Mr. 
Jeremy Ets-Hokin resigned, I wrote a letter to him saying that I 
was sorry he was resigning and I had an answer saying that the reason 
he was resigning was the press of his own personal business. 

I would be happy to put those in the record but I think they are 
incidental. I just want the record to show that Mr. Jeremy Ets-Hokin 
resigned without prejudice. 

Mr. Laurer. Mr. Chairman, since the issue was raised and since it 
has been elaborated on, I would like to give you a little history of our 
organization. I did not intend to go into this because it is not directly 
related to the issue, but I would like to explain it now. 

On January 8 of this year, Mr. Louis Ets-Hokin was made Chair- 
man of the Board of Ets-Hokin & Galvan. Mr. Jeremy Ets-Hokin 
was made president, and I was made executive vice president. These 
moves were made preliminary to a public offering of Ets-Hokin & 
Galvan stock. 

Mr. Jeremy Ets-Hokin felt in January that he could handle his job 
as well as the chairmanship of the committee he served on. It was 
impossible under the circumstances to do both. This isthe only reason 
that I am aware of for his resignation from the committee. 

The Cuarrman. Are there any other questions ? 

Mr. Petty. Mr. Chairman. 

Have you read Mr. Gilbride’s testimony ! 

Mr. Lauter. No, sir, I have not. 

Mr. Petty. You would have been able to answer Mr. Casey as to 
the amount of electrical or various item components of a ship if you 
looked at the material cost differential as shown in the latter part of 
that report. 

I only mention that because I hope that some of the other members 
of the committee will read this report. It is a very fine bit of testi- 
mony, I think. 

In Mr. Gilbride’s report he made the statement that a 10-percent 
price differentia] on electrical items existed between the two coasts. 
You mentioned that certain of your items were 5 and some 714 percent. 

_Mr. Laurer. I can elaborate on several items. There is a substan- 
tial on electrical cable. 











294 PACIFIC COAST SHIPBUILDING 


Mr. Petiy. Just in general. 

Mr. Lauter. I have never personally run an analysis but I would 
say anywhere in the neighborhood of from 8, 10, or it could be 19 
percent. 

Mr. Petty. You handle insulation material, do you not # 

Mr. Lauter. Yes. 

Mr. Pretxy. There is a statement that there is a 10-percent differ. 
ential on insulation and refrigeration, et cetera. 

Mr. Lauter. We do not handle this particular type of work. Wedo 
not handle refrigeration equipment. We will run the power through 
a refrigeration system but we will not actually handle that type of 
material. It is straight electrical and electronic installations. 

Mr. Garmatz. I have just one question. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. You say in your statement on page 2 that the Korean 
action brought a “surge of business.” I think that existed all over, on 
the east coast as well. 

Mr. Lauter. Yes, it did. 

Mr. Garmatz. You spoke of your problem in ordering these elec- 
trical parts and equipment. Does not the witness just ahead of you 
have to order the same type of material in the electrical line that you 
would have to order for your other ships ? 

Mr. Lauter. No,no. Iam strictly talking about electrical material. 

Mr. Garmatz. Carbon brushes, coils, armatures and so forth? 

Mr. Laurer. He would not order this. Unless the particular ship- 
yard maintains its own electrical department, he would not be involved 
at all in this type of material. 

Mr. Garmatz. Do you mean to tell me that they do not use this same 
type of electrical material on these three ships ? 

Mr. Lauter. No,sir. He is involved in a different type of construe- 
tion. He would hire us as a subcontractor to do the electrical work. 

Mr. Garmatz. Are you a contractor and a supplier, both ? 

Mr. Laurer. Yes, we are. We are a subcontractor. We do not op- 
erate as a prime contractor. We would handle the electrical end of 
a vessel for a shipyard. In other words, we would contract with the 
shipyard, not directly with the Government, so that he would hire us 
as an electrical department to handle any of the problems involved 
in the electrical circuitry of a vesesl. 

Mr. Garmartz. In this particular case at Puget Sound 

Mr. Laurer. Let me explain something. The prime base product 
of our business is copper. Copper, historically, had problems, as far 
as the field of supply and demand is concerned, far different from, 
say, other construction material. 

The particular examples cited in the statement are essentially based 
on the metal involved. 

During these periods there was a shortage of these particular items 
cited in my statement. As a result, it was necessary for our firm to 
make these things. 

Mr. Garmatz. There was also a shortage on the east coast of the 
same particular items of which you speak. 

Mr. Lauter. That may well be. 

I am not aware, really, during this period of the east coast condi- 
tions at that time. We buy our merchandise from the East unless we 








~~ 


PACIFIC COAST SHIPBUILDING 295 


can inventory it ourselves. We have no other choice. There is not 
a prime manufacturer on the west coast. We have to come to an east- 
ern house. If we are going to maintain an inventory, as I said in my 
statement, it is impractical simply because the business, historically, 
on the west coast has been highly sporadic and as a result we would be 
very poor businessmen to stock these items. 

The end of World War II is a very good example of this. We had 
a tremendous inventory, a tremendous surplus of marine fixtures, fit- 
tings, and what have you. The first thing that hit us was the fact that 
we had to get rid of this material, we had no use for it; and up to 
World War II the only field we were in was the marine electrical con- 
tracting and supply field. Weslowly got rid of it. ; 

When the Korean situation hit, we were stuck. We did not know 
where to buy it. We placed orders in the East. Sure, the problem ex- 
isted in the East. We were competing with the same people and we 
found ourselves unable under our contracts to furnish the material on 
time. 

The particular Government agencies involved in our jobs were on 
our back morning, noon, and night to get this out. We had no choice. 
We made it. We had never made these things before but we had to 
make them then. 

Mr. GarMatz. Are you in the construction business also? 

Mr. Laurer. Yes, sir, not in general contracting but in electrical 
contracting. 

Mr. Garmatz. Electrical construction ? 

Mr. Lauter. Yes, sir. 

Mr. Asnuiey. I have one question, Mr. Lauter. How much busi- 
ness did Ets-Hokin & Galvan do last year ? 

Mr, Lauter. $20 million. 

Mr. Asuuey. Is that total business? 

Mr. Lauter. That is total business. 

Mr. Asu.ey. Total sales? 

Mr. Lauter. Yes, sir. 

Mr. Asutey. Thank you very much. 

Mr. Laurer. Can I explain that figure because I am not sure all 
the gentlemen are aware of our operation. 

Mr. Asuiry. Yes, indeed. 

Mr. Laurer. Marine contracting represented about $500,000 of the 
$20,500,000. That is insulation. The supply business represented 
just a little under $750,000. That was under 10 percent of our. total 
sales for,1959. 

' Mr. Asutey. Your marine work was very small, then ? 

Mr. Laurer. If you would like it for the record, at the present 
time 75 percent of our total backlog of work, and that was true for 
1959 as well as it is true now, was in the missile field. We are elec- 
tronic subcontractors to such firms as Convair Astronautics, Lock- 
heed, Martin, and Boeing. We provide complete electrical and elec- 
tronic installations for your launching pads at Cape Canaveral, Van- 
denberg, Omaha, Denver. I can give you several other locations but 
we are nationally involved in this particular project. 

Since 1952, this has become the largest portion of our total business. 

The Marine business up to 1946 was the primary means of revenue 
for Ets-Hokin & Galvan. We could not stay in it alone. We just 
could not exist. So we looked for other fields. 
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We went into commercial electrical contracting. We decided to 
get into this defense program as early as 1949 and 1950. We were 
in and out of it sporadically but we decided to set our sights for it 
and we went after this particular field. 

As a result, it has ome today roughly 75 percent of our total 
work. 

Mr. Mitier. As a matter of fact, in this particular field of missilery, 
you had to do a lot of pioneering. In the development of this mind 
work, you are one of the foremost organizations in the United States 
in this field today. 

Mr. Lauter. i thank you for the compliment. We believe we are, 

Mr. Miter. I think the fact that you are doing work all over the 
country indicates that. ( 

Mr. Lauter. We have one major marine contract, period. 

Mr. Garmatz. Will the gentleman yield ? 

You say you have a Pacific coast office. Where are you located? 

Mr. Lauter. We have several branches, one in Monterey, Sacra- 
mento, Oakland, Wilmington, and San Diego. We also maintain 
field houses. Cape Canaveral, Vandenberg, and Omaha are our three 
largest. 

Mr. Garmatz. I have never known on the east coast as far as I 
know that you could be a contractor and a supplier at the same time. 

Mr. Lauter. To be frank, sir, I do not know any other concern 
in the United States that is in the same type of business that we are 
in. I think we provide a service for several prime manufacturers in 
this country. 

Mr. Garmatz. The supplier is not asubsidiary, isit? Is it the same 
company ? 

Mr. Laurer. The same company. This is nothing new. It has 
been going on for 40 years. 

Mr. Asuutey. Your subcontract work in the maritime area was about 
214 percent of your business last year, is that right? 

Mr. Lauter. Roughly. 

The CHarrmMan. Thank you. 


STATEMENT OF JOSEPH A. MOORE, JR., PRESIDENT, MOORE DRY- 
DOCK C0., OAKLAND, CALIF.; ACCOMPANIED BY ROBERT MAYER, 
TREASURER, WESTERN SHIPBUILDING ASSOCIATION 


Mr. Moore. Mr. Chairman and gentlemen, my name is Joseph A. 
Moon Jr. I am president of Moore Dry Dock Co. in Oakland, 

ali 

Much of my statement is a summarization of that which the com- 
mittee has heard so that, if it is satisfactory with the chairman and 
gentlemen, I will brief this statement which will be submitted for 
the information of the committee. 

Ours is one of the oldest of the shipyard companies in the San 
Francisco Bay area, having been established in 1905. During World 
War II, our company constructed some 88 merchant vessels and 20 
naval vessels. At the present time, we are engaged in the repair and 
conversion of Navy and merchant vessels, and have submitted bids 
for the construction of merchant vessels under the current fleet re- 
placement program involved in these hearings. 
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As a vice president and director of the Western Shipbuilding As- 
sociation, I have been asked to summarize briefly the testimony given 
by those witnesses who have participated in offering the testimony 
coordinated by that association, and to offer our recommendations for 
action by your committee. 

First, we have placed before your committee documented informa- 
tion which we are satisfied establishes a cost differential of over 6 
percent in the building of merchant vessels in the Pacific coast as 
against other areas not living with our higher transportation and 
labor costs. I will not go into detail here, but feel that I should com- 
ment that these figures were prepared by an industry research com- 
mittee, representative of the participating companies in the Western 
Shipbuilding Association. Thus, it is not the work of one man, but 
the product of several minds. Its reliability has been tested by virtu- 
ally the entire industry on the Pacific coast. We have devoted the 
collective time of our several representatives to the task, because we 
have felt a responsibility to this committee and to our industry to 
present a factual, documented case. 

We respectfully submit that our testimony has demonstrated that 
the dispersal of shipbuilding facilities throughout the United States 
is essential to the national defense, and that the Congress of the 
United States has acknowledged this, and has made the need for 
such dispersal a matter of firm national policy. This the Con 
has done by the enactment of three statutes dealing directly with the 
subject. Section 502(d) of the Merchant Marine Act is the first of 
these. It has been on the statute books for a quarter of a century, 
and has stood unchallenged until it began to have the effect intended 
in its passage. 

Section 509 is the second statute we cite in this regard. Although 
not now used in view of the title II mortgage insurance provisions, 
it nevertheless is material in demonstrating that Congress did s 
a second time on this policy. In this statute, it extended the shipyard 
dispersal policy on a limited basis to construction for domestic, un- 
subsidized carriers. 

The third statute demonstrating this national policy is Public Law 
805 (sec. 502(f)) enacted in its present form in 1956, and authored 
by a member of your committee, Representative Mailliard, of San 
Francisco. It is significant in the case of this statute that it passed 
the Congress without dissent. Here again is an expression of this 
national policy which has been on the statute books for some time, open 
to all, and yet has not been challenged. The wording of this statute 
is most clear in its national defense aspects. It uses the term “ade- 
quate mobilization base” in setting out the ground rules for allocating 
ships to Pacific coast yards when facilities in that area are in danger 
of falling below the level needed for defense purposes. The legisla- 
tive history on this statute is rich in evidence of national policy. 
Admiral Mumma, only recently out of the post of Chief of the Bureau 
of Ships emphasized that in this nuclear age particularly, it is impera- 
tive that we maintain shipbuilding facilities on all coasts of the 
United States. The American flag operators supported the bill, stat- 


ing that dispersal is essential to the economy of the American mer- 
chant marine. 
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Navy operation of shipyards and other Navy policy has been cited 
in support of the national policy outlined by Congress. Dollarwise, 
the Navy spends on a ratio of about 60-40, Atlantic versus Pacific, in 
its own shipyard operations. Since the Navy’s entire mission is defense, 
this is a measure of the defense importance of the Pacific coast. Na 
shipyard employment figures are very close, about 65-35, Atlantic 
versus Pacific. In contrast, we have shown that private shipyard 
employment is about 89-11, Atlantic versus Pacific. 

We believe that our testimony has established these propositions: 

(1) It isa matter of national policy that shipyard facilities must be 
dispersed throughout the United States for national defense reasons 
and for commercial reasons relating to the servicing of our mer- 
chant marine. 

(2) The fleet replacement program is essentially a Government- 
financed program, and thus must be administered in accordance with 
this national policy. 

(3) New vessel construction coming out of the current fleet replace- 
ment program offers the largest possibility of maintaining Pacific 
coast yards at a level required by the projected mobilization base. 

(4) Added cost of ship construction on the Pacific coast will prevent 
the award of any reasonable amount of this construction to the Pacific 
coast in the absence of section 502(d) and 502(f), as is demonstrated 
by the fact that 11 of the 18 ships now under construction on the 
Pacific come from these two statutes. 

(5) Even with the operation of section 502(d)—and apparently 
even with the operation of 502(f)—new ship construction of the Pa- 
cific coast will not satisfy the projected mobilization base. 

We therefore respectfully recommend that your committee reject 
the proposals for repeal of section 502(d) and instead amend that 
section so as to make the 6-percent differential applicable to the entire 
Government-financed fleet replacement program. Your committee 
has before it now a bill, H.R. 9899, by Mr. Shelley, of San Francisco, 
which with slight amendment would accomplish this objective. The 
Shelley bill already would eliminate that limitation that the vessel in 
question must be for a line with its home office on the Pacific coast. 
A minor change in that bill would eliminate the other limitation; that 
is, that the vessel must be intended for operation in a trade serving 
Pacific coast ports. 

Both section 502(d) and section 502(f) are for the avowed purpose 
of creating shipbuilding on the Pacific coast. One is limited only to 
ships for Pacific coast home officed lines and to ships to be operated on 
the Pacific coast. This limitation is in section 502(d). But there is 
no such limitation in Public Law 805. There is no logic in such @ 
limitation in section 502(d) in view of its admitted purpose, that is, to 
create shipbuilding on the Pacific coast. If there were, then presum- 
ably it would have been inserted in section 502(f) as well. But no 
such limitation would fit in the framework of section 502(f), since its 
very wording gives it application to the national picture, and not a 
regional one. It applies to any shipbuilding region which might be 
falling below its projected mobilization requirement in event of war. 
It is significant that in its administration so far, section 502(f) has 
brought six ships to the Pacific coast. Section 502(d) has brought 
five ships to the Pacific coast. If sect'on 502(d) were not limited as it 
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js, it would have brought more ships to the Pacific, and would have 
given more balance to the present picture, a balance more in keeping 
with the defense mobilization requirements. 

We have one final recommendation which we would like to submit 
for the committee’s evaluation—that the Congress so amend section 
502(d) so as to remove from the prospective owner of the vessel the 
problem arising when the 6-percent differential takes the total cost of 
the Government’s share of construction differential subsidy over the 

resent 50-percent limitation in the act. There is no logic in provid- 
ing a safeguard against this burden falling upon the owner when 
Public Law 805 (sec. 502(f)) comes into play, and leaving the burden 
upon the owner when the 6-percent differential applies. If the Con- 
gress is satisfied that both were enacted for national defense purposes, 
then both should provide (as (f) already does) that the excess cost 
involved in the application of the section should be paid by the Mari- 
time Administration as a part of national defense and not be consid- 
ered as part of the construction differential subsidy. 

My statement has summarized the testimony, I think, of our 
witnesses. 

It seems to me that a great deal of the discussion has revolved 
around the question of whether there is a true 6 percent cost differen- 
tial between the west coast and the east coast. I believe that. our study 
demonstrates that there is but, if there is doubt in the minds of the 
committee, it seems to me that you might consider having an audit or 
a study made by some impartial body which might be able to throw 
more light on this subject and I am sure that, if that is done, all of the 
members of the Western Shipbuilding Association would be happy to 
cooperate in any way with the determination. 

I would like to thank the committee for the time afforded and will 
be glad to attempt to answer any questions that any of the gentlemen 
may have. 

Thank you. 

The CuatrmMan. Do you know whether the Department of Com- 
merce with respect to other industry statistics sets forth generally a 
differential ? 

Mr. Moore. No,sir. I donot know that, Mr. Chairman. 

Do you mean industries other than the shipbuilding industry ? 

The Cuatrman. I mean industry figures generally put out. by the 
Department of Commerce. 

Mr. Moors. I do not know that. 

Mr. Miter. Mr. Chairman. 

The CHarrMan. I just asked the question. If the witness does not 
know it, all right. 

Mr. Miller ? 

Mr. Miter. I have no questions. 

The Cuarrman. Mr. Tollefson ? 

Mr. Totterson. Mr. Chairman, I just received a copy of a letter 
addressed to you by the Department. of Commerce, under date of 
June 13, 1960, with reference to this bill. I assume that this will be 
made part of the record. It is substantially the same as the testimony 
of Mr. Morse, in which they say that from a broad study and not. a 
detailed study, there is a differential, in their estimation. 

Mr. Downtna. I did not understand that, Mr. Tollefson. 
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The CuatrMan. That is in reply to that Morse statement that J 
referred to of 4 percent. 

Mr. Toutierson. Yes. 

The CuarrMan. Read it. é 

I would like to hear it. I have to read it sometime anyway. That 
is like a fellow writing me a letter and putting it in the paper. 

Mr. TotteFson. You have it on your desk. 

Mr. Garmatz. Send us each a copy. 

Mr. Toierson (reading) : 

Our recent studies show that at the present time there is some cost differentia] 
in the construction of vessels between the east coast and the west coast yards, 
The materials required for ship construction are still produced predominantly 
in the East, which results in a greater transportation cost for the west coast 
shipyards. Steel produced on the west coast is also higher because of trans- 
portation cost for the west coast shipyards. Steel produced on the west coast 
also is higher because of transportation of materials. Labor costs, in general, 
are slightly higher on the west coast. 

Our review was made on a broad basis involving the two main factors in 
cost differential; that is, differences in material costs and labor costs. 


Then he again mentions: 


Our review, we believe, justifies a conclusion that the average differential at 
the present time is approximately 4 percent. 

The Cuatrman. I was bringing that question up to ascertain whether 
or not there might be some compromise in this figure of 6 percent. 

Mr. Totierson. Mr. Chairman, I ask that your original letter, when 
you get it, go into the record. 

The Cuarrman. We will put that in the record at this point. 

(The letter appears in transcript of hearings of June 13, 1960.) 

The Cuarrman. Are there any questions ! 

Mr. Downtne. I have a couple of questions. 

Mr. Moore, I have been highly critical of this legislation for many 
reasons. I think if I had been here in 1936 I would probably have 
voted for it but I submit to you, sir, that when Congress enacted this 
legislation it was temporary in nature. They did not intend this thing 
to go on indefinitely giving you a 6-percent favoritism over all the 
other yards, and I submit that the facts have shown that you have now 
reached a point of equality with yards all over the United States. 

How do you account for the fact that in recent years, within the 
Jast year or so, you are underbidding Atlantic, gulf, and Great Lakes 
yards without the 6-percent differential 

Mr. Moore. You are speaking of the west coast yards. 

My own particular yard has no shipbuilding contracts. 

Mr. Downtne. I am speaking of west coast yards in general. 

Mr. Moore. There have been very few cases in which west coast 
yards have underbid east coast yards and I believe that in those cases 
that they took the jobs at very low prices and that they were fortunate 
that when that happened the eastern yards were quite busy; and at 
ene time it is very unlikely that that could happen. 

Mr. Down1ne. Do you not see that it is occurring more frequently 
all the time and that in the recent past you are up there now appar- 


ently? You underbid the east coast yards on substantial contracts. 


I admit that they are not many in number but in dollar volume it is 
terrific. 
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I am told that on the Puget Sound bid on these three missile de+ 
stroyers they underbid all other yards on the east coast even though 
this was their first bid on the vessel and an east coast yard had already 
built a similar vessel. _ 

I say this to the credit of Puget Sound but Puget Sound underbid 
those yards without the 6-percent differential. 

Mr. Moors. I would not be able to comment on that because we 
made no estimate and I do not know what their costs were. 

Mr. Downrne. Going back to your testimony, I noticed that on 
page 3 you say: 

Dollarwise, the Navy spends on a ratio of about 60-40, Atlantic versus 
Pacific * * * 

Were you not including the gulf and Great Lakes in that Atlantic 
figure ? 

Mr. Moore. Could I refer that question to Mr. Mayer? I am not 
familiar with that. 

Mr. Downtna. Yes, indeed. 

Mr. Mayer. The testimony referred to, Mr. Downing, is contained, 
in a statement by Mr. Jennett, which was filed this morning. The 
figures involved do not include the gulf because there are not any naval 
shipyards in the gulf. 

In the case of shipyard employment, the figures do include the 
Atlantic and gulf together on the one side, showing that the Atlantic 
and gulf comprise 88 percent of total private U.S. employment, and 
the Pacific coast on the other hand comprises 11 percent, as against 
60-40 for the Navy. 

Mr. Down1na. But it does include those other coastal yards for 
such work as they do? 

Mr. Mayer. Yes, it does; and in the private employment picture to 
make up 88 percent we have Atlantic and gulf, whereas in the Navy 
employment to make up 60 percent we have only the Atlantic to com- 
pare, so that we have favored the situation by including gulf in the 
private employment which shows that they have 88 percent of the 
employment. 

Mr. Down1nc. How does that compare with the number of yards 
available on each coast? 

Mr. Mayer. It is6 and 5. 

We have a chart on this subject there. I believe the chart is also 
attached to Mr. Jennett’s statement, which is before you. 

They have 6 and 6 even. Two, however, that we have included 
as Pacific naval yards are admittedly only repair yards. I believe 
they are San Diego—— 

Mr. Suetiey. San Diego destroyer repair base and Long Beach. 

Mr. Down1ne. Now, I would also like to clarify the fourth para- 
graph on page 3, in which you say : 

Future prospects for the Pacific coast have been put into your record by 
our witnesses, briefly indicating some three ships per year for the remainder 
of this program, as against some five times that number for yards on other 
coasts. 

What do you mean by that statement? Do you mean to imply that 
the Pacific coast is only going to get three ships a year? 

Mr. Moorr. That has been worked out from the figures of the 
ships that are to be built under the ship replacement program. This 
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6-percent differential applies only to ships built by a company having 
its principal place of business on the Pacific coast. 

Mr. Downtne. Yes, but that does not mean that all you are going 
to get is three ships a year because you have a perfect opportunity to 
bid on all the ships that come under the replacement program; is that 
correct ¢ 

Mr. Moore. That is correct, if you have an equal opportunity. 

Mr. Downtne. I think it is misleading to put in your testimony 
such a statement as that. You have complete and equal opportunity 
to bid on all the ships in the ship replacement program. ‘ 

I think that isall. Thank you very much. 

The CuarrmMan. Are there any questions ? 

Mr. Maru1arp. I have no questions. 

Mr. Peury. I have one question, Mr. Moore. Are you aware of 
the fact that some years ago the pressure and difficulties of the west 
coast yards were such that they got their Congressmen to try to get 
the 6 percent raised to 11 percent ? 

Mr. Moore. Mr. Pelly, Iam not familiar with that. 

Mr. Pewuiy. I think there was quite a feeling that the cost differ- 
ential was so substantial that the 6 percent was wholly inadequate 
and they figured it was 11 percent to equalize it. 

Mr. Moore. There has been that feeling through the years but I do 
not recall the particular attempt to get it raised. 

Mr. Petry. That is all, Mr. Chairman. 

Mr. Casey. Mr. Moore, did your company bid on the three 
destroyers ? 

Mr. Moore. No, we did not, Mr. Casey. 

Mr. Casey. You did not bid on those? 

Mr. Moore. No, sir. 

Mr. Casey. You do not build any naval vessels now. You did that 
during the war, though; is that right ? 

Mr. Moore. We are not building any vessels at all now. How- 
ever, we have bid on almost all of the maritime offerings that have 
come along. We are continuing to bid and are very hopeful that we 
will get shipbuilding. We have bid on a number of naval requests. 
However, we did not bid on that particular offering. 

Mr. Casry. Was there any particular reason ? 

Mr. Moors. Well, as I recall, in that case we were bidding on 
several other ships for both Maritime and Navy and it was just a 
matter of manpower and the cost of making an estimate for so many 
different ships at the present time. 

Mr. Casey. It was not that your yards was not big enough to handle 
the job? 

Mr. Moore. We could handle it and are qualified. We were in- 
vited to bid on that but we did not submit a bid in that case. 

Mr. ZeLenKo. Would the gentleman yield ? 

Mr. Casry. Yes. 

Mr. Zetenxo. For the purpose of clarifying something which I do 
not have ciear yet but which perhaps has been covered, how many 
yards are there on the Pacific coast ? 

Mr. Moore. Shipbuilding yards, sir? 

Mr. ZetenKo. Yes. 


Tro — 





PACIFIC COAST SHIPBUILDING 303 


Mr. Moore. Yards building major ships are National Steel in San 
Diego, Todd in Los Angeles, Bethlehem in San Francisco, Todd in 
Seattle, Puget Sound Bridge & Dry Dock. 

Mr. ZeLENKO. How many is that? 

Mr. Moore. That would be six. There are 9 or 10 that could-build 
ships. There are five that are building ships at the present time. 

Mr. ZeLteENKO. Why are not the other five building ? 

Mr. Moore. Because they are at a competitive disadvantage and 
have been unable to secure contracts. 

Mr. ZeELENKO. Out of those 10, are 2 the repair yards you were 
talking about ¢ 

Mr. Moore. One of them is, the Moore Dry Dock Co., my own com- 
pany, which is now a repair yard although we would like to be a ship- 
building company. 

Mr. ZELENKO. How many yards are there on the east coast, if you 
know ? 

Mr. Moors. Shipbuilding yards? 

Mr. ZeLENKO. Yards in the same category as those which you added 
up to get 10. ; 

Mr. Moore. I would say about seven major yards or eight buildin 
ships and, about how many others there are that would like to buil 
ships, I could not say. 

Mr. ZetenKO. On the gulf coast ? 

Mr. Moore. Three, I believe. 

Mr. ZeteNKO. We have a table here, and they list on the west coast 
seven yards, and on the east coast nine yards, on the gulf coast five 
yards, and on the Great Lakes seven yards as of 1959. 

Mr. Moore. I think it may bea matter of definition. 

Mr. Zetenko. This is from the American Bureau of Shipping rec- 
ords. Would that be official ? 

Mr. Moore. Surely, it is official. 

Mr. ZELENKO. I just want to add these before we go ahead. 

We have seven here on the west coast. You have 9 on the east 
cost, and 5 on the gulf coast, which is 14, and 7 on the Great Lakes, 
which is 21 in the rest of the country and 7 in the Pacific coast. 

Would not that proportion have something to do with the lack of 
ships being built on the west coast, because there seem to be three times 
as many yards in the rest of the country, according to these tables, 
as there are on the west coast and apparently the figures you folks 
give represent the west coast against the rest of the country. That is 
why Iam using this table. 

Mr. Moore. Well, as to that table, I think it should be pointed out 
that the American Bureau of Shipping deals only with ships that are 
built under their classification system. That would not take in Navy 
ships, for instance. It would not include a yard that. might be very 
busy but was building on Navy ships. For instance, I do not think 
you will find several ship yards on both the east and west coast listed 
there that are in the Navy shipbuilding field. 

Mr. Zetenxko. That is the reason I asked you the question in the 
first place because in listening to some of the testimony, although I 
was not here all the time I had assumed by the caption here, “Number 
of Shipyards and Ship Ways in the United States by Geographic 
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Location,” that that took in all the shipyards. You say that these 
figures submitted by the American Bureau of Shipping records do not 
truly reflect the number of yards because you say there are yards 
which build Navy vessels which are not included in this table. 

Mr. Moors. I have not seen that table. 

Mr. Zevenko. Here it is right here. I have read it just as it 
appeared. 

Mr. Moore. It depends, really, on the definition of a ship, it seems 
to me. There are dozens of yards that are building barges and ves- 
sels of various size, some of which would be bidding on larger vessels 
and might become a yard to be included in that list. 

Mr. Zectenko. And there are some other interesting statistics which 
I glean from this. This table purports to show the number of yards 
in the years 1936 and 1959. 

On the west coast, according to this table, in 1936 there were three 
yards on the west coast with 12 ways. In 1959 there were seven yards 
with 29 ways. In 1936 on the east coast there were eight yards with 
54 ways. Now there are nine yards with 49 ways. On the gulf coast 
in 1936, there were two yards with 7 ways and there are now five 
yards with 19 ways. On the Great Lakes in 1936, there were six 
yards with 16 ways and in 1959 there were seven yards with 15 ways, 

Now, it seems to me that the growth is more than 100 percent on 
the west coast and infinitestimal on the east coast and Great Lakes 
during that period of 23 years. 

So, coming down to my question, looking at it on an overall basis, 
the number of yards, the rate of growth, and using this table asa 
basis, it seems to me that the west coast has done quite well, much bet- 
ter than the rest of the country. Would that not be so? 

Mr. Moors. It does not seem to me that the west coast has done 
quite well. 

Mr. Zevenko. I say relative to the yards in the rest of the country. 
Of course, they are all doing badly. 

I say, if you use this table as a base, it seems to me that the west 
coast has done far better than any other section of the country. 

Mr. Mutter. Will the gentleman yield? 

Mr. ZeLenKo. Pardon me, my colleague. I am just working from 
thistable. That is where I draw my conclusion. 

Mr. Mintzer. Well, between 1936 and 1959, you had a war where 
there was a lot of big shipbuilding expansion on the west coast which 
is now completely gone to pot. We have a maritime yard in my dis- 
trict which they are trying to sell for scrap now where they built the 
first 10 Mariners at Alameda. 

We also have a small yard which has been in operation time and 
again to build small ships which has been turned over to GSA for dis- 
posal, and I assume it is listed in these yards. 

We have a big graving dock in Richmond, Calif., in which you 
could build a big ship. What are they using that for now? 

Mr. Mayer. Repair work. 

Mr. ZeteEnKO. Would that be also true of some of the yards on the 
east coast ? 

Mr. Mituirr. Yes. I think some of the trouble we find ourselves 
in is that this was a wartime capacity. 

Mr. Ze.enKo. If my conclusion is correct, the same condition applies 
to all coasts, and yet it seems that the west coast has done far better in 
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owth of the shipbuilding industry than the rest of the country and 
the proportion is about 3 to 1. 

Mr. Maruiarp. Would the gentleman yield ? 

Mr. ZetenxKo. I asked for the floor from my colleague who is no 
longer here. 

L yield it back. 

r.Mamu1arp. Will the gentleman yield? 

I may say that I do not quite follow the significance of the number 
of shipways. If they have no ships on them it does not seem to me to 
bea very valid factor. 

Mr. ZetenKO. Then the Great Lakes and gulf and east coast are 
in worse shape because they have more yards and no ships 

Mr. Maruizarp. I do not think the number of ways built, up to meet 
a wartime program and which still may be there has any significance. 

Mr. ZELENKO. What I understood generally in this whole picture is 
that I do not think any section of the country should have an advan- 
tage over any other in the question of competition for work, especially 
since the labor costs are equalized, and I think it would cause further 
distress. 

I am not talking particularly on this bill, but generally to give one 
section of the country an advantage where the original reason for the 
legislation does not seem to exist as much as it did or iginally might 
lead to other sections and other industries asking for the same ad- 
vantage. Not that I am against people having adv antages but if it 
operates to the detriment of another section, we might be continuing 
the trouble rather than eliminating it. 

Mr. Garmatz. Mr. Chairman, may I ask one question ? 

What is your wage rate ther @, Mr. Moore, your mechanics’ rate? 

Mr. Moore. Our wage rate is in accordance with the Pacific coast 
master agreement with the metal trades unions and the rate for a 
standard skilled mechanic is now $2.84, I believe. 

Could I check it, please ? 

The west coast average rate is $2.87 per hour. 

Mr. Garmarz. I was speaking of your particular yard. 

Mr. Moorr. Our yard is a little higher than that because in ship 
repair where you are not building any ships, you have a higher pro- 
portion of supervision and leader men and standard skilled mechanics 
and less helpers than you do in shipbuilding and the percentage of 
mechanics and skilled mechanics is higher, so that ours is in the low 
2.90’s. 

Mr. Garmatz. Mr. Chairman, could I ask Mr. McCurdy, from Puget 
Sound, what his rate is ? 

Mr. McCurpy. What classification ? 

Mr. Garmatz. Mechanic. 

Mr. McCurpy. We are part of the same master agreement that Mr. 
Moore is in. 

The Cuatrman. Are there any other questions? 

Mr. Touterson. Mr. Chairman. 

The Cuatrman. Mr. Tollefson. 

Mr. Totterson. Either of you can comment on this. 

Our committee held hearings out on the west coast a few years ago 
and held them elsewhere, too, in connection with our shipyard situ- 
ation. We were informed that there were times when work would be 
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slack and the shipyard did not want to lose its nucleus of skilled 
workers because if they let them go they might never get them back 
and, when a situation like that threatened, the yard would bid almost 
desperately to keep that crew on. 

Would that or might that account for an isolated lower bid on the 
west coast than on the east coast ? 

Mr. Moore. It certainly has, Mr. Tollefson, in our case, and I be- 
lieve that others have done that, but where it ‘applies i in any particu- 
lar instance, I would not be able to answer. I know that we have 
done that on many occasions. 

Mr. TotieFson. I merely mentioned it because I do not know how 
many instances there have been but there have been a few rare in- 
stances when a west coast yard did underbid the east coast yard but, 

taking all the bids that have been made under the replacement. pro- 

gram, the table that was submitted by Mr. Gilbride shows that the 
west coast yard bids were higher than the east coast yard bids to the 
tune of what amount ? 

Mr. Moore. 7.29 percent. 

Mr. DowntNne. Will the gentleman yield ? 

I agree that that may be possible but there has been no evidence 
presented to this committee that any of those bids were desperation 
bids. 

Mr. Totterson. That is why I am asking the question. 

Mr. Downtne. I am sure that the people who made the bid would 
have so testified. 

Mr. Totrerson. I do not know whether they would or not. 

Mr. Petty. Would the gentleman yield ? 

Mr. Totierson. Yes. 

Mr. Petiy. I have talked to shipbuilders in my district. who told me 
they put in a very low bid and hoped to get a bid because their work- 
load is down, so that I know that that condition does exist and had 
existed at the time of the low bid referred to earlier. 

Mr. Totuerson. I do not mean to indicate that this was confined to 
the west coast. It could have happened in the east coast yard or gulf 
yard, but if we are going to look at the bids as an indication of cost 
differential, then we have to take a look at all of them and not just 
a few of them. 

Mr. Moors. Mr. Chairman, I can testify that in our own case we 
have on several occasions submitted so-called desperation bids where 
we hoped to get work to keep the organization going and put the bid 
in at what we believed would be less than cost. 

We have not secured any jobs, so that I cannot say that we have 
taken work at less than cost, but we have tried to. 

Mr. Downtne. Will you yield? 

Mr. Totierson. I yield. 

Mr. Downtna. How are you doing now? 

Mr. Moorg. Our Moore Dry Dock Co. ? 

Mr. Downtne. Yes. 

Mr. Moore. Not very well. We lost money last year and we hope 
to break even this vear. 

Mr. Downtne. Did you say that you had some ships under con- 
tract now ? 

Mr. Moore. No, sir; we have none under contract to build. 
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Mr. Down1nea. Are you bidding on some ? 

Mr. Moore. Yes, sir; we bid on a great many. 

Mr. Petzy. Will the gentleman yield ? 

Mr. Totierson. I yield. 

Mr. Petty. Yesterday reference was made to the Boeing Airplane 
Co. getting into a hydrofoil construction. It was evident that their 
employment went down some 15,000 in 1959 and. they are turning in 
desperation to find other kinds of work and get into it. It may well 
be that they will take a loss on this particular job in order to try to 
hold together a research and technical staff which they want to retain. 

The CuHarRMAN. Are all industries in the same situation out on the 
west coast as the shipbuilding industry is in as pictured by the testi- 
mony here ¢ 

Mr. Moore. Are other industries, Mr. Chairman ? 

The CuarrMan. Yes. 

Mr. Moore. I do not believe they are; no. 

The CHAIRMAN. Do other industries out there need subsidization ? 

Mr. Moore. I know of no other industry that is in the depressed 
condition that the shipbuilding industry is. 

The CuairMAN. You have industries competitive with other parts 
of the country ; do you not ? 

Mr. Moore. Yes, sir. 

The CuarrmMan. The point that interests me in this whole dis- 
cussion has been the conflicting testimony here from various areas. 

Mr. Garmatz. Mr. Chairman, would the airplane industry be one 
of them ? 

The CHairMAN, I am just wondering whether the west coast is in as 
bad a fix as the testimony of you gentlemen would indicate. 

Mr. MaiLuiarp. Would the chairman yield ? 

Mr. Mitter. I would like to answer that, Mr. Chairman, too. 

Mr. Maruurarp. I would like to comment that I think you have a 
very special situation here in that you are dealing with individual, 
very large contracts where the profit and loss is in big money and 
where you have a nationwide bidding situation, whereas our general 
industry on the west coast is in good shape because we have a growing 
population and have to build a lot of houses and roads. 

This is a peculiar industry where it is a nationwide bidding in big 
chunks where it takes a lot of capital. It is a tough business to be in, 
the shipbuilding business, no matter where you are located. 

Mr. Garmatz. Would the gentleman yield ? 

Would that not apply to the aircraft business ? 

Mr. Matnuiarp. Not so much because they deal with the armed serv- 
ices and they are not generally nationwide bids. They take bids, but 
they end up by negotiating a contract with the company they want 
to have build the plane. 

Mr. Mruter. In most cases, the airplane industry is not a heavy in- 
dustry. The amount of metal and weight going into a plane is insig- 
nificant compared with that going into a ship. 

We do have a good part of this business but, historically, it was in 
California to start with. Certainly, in Maryland you have Martin, 
who is one of the biggest. 

Mr. Garmatz. He is falling apart. 
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Mr. Mitier. Other airplane companies are falling apart, too, as 
you have just heard, and then again we do a lot of work in the elec. 
trical field, but this is business that also does not require heavy mate- 
rial costs to transport. 

Mr. Garmatz. It costs as much to build a plane as it does a ship, 

Mr. Down1ne. Would the gentleman yield ? 

Mr. Mriuuer. Yes. 

Mr. Downrna. I love that beautiful State of yours, but it is the 
most heavily subsidized in the United States. Twenty-six percent 
of all the subsidized military contracts in the United States went 
into the State of California when 0.9 percent went to Virginia. 

Mr. Mitter. Let us go into the subsidization that goes to the State 
of Virginia in building aircraft carriers. We could build them in 
California. 

Mr. Marturarp. What about cotton and peanuts ? 

The CuHatrman. That will conclude the witnesses for today. 

Mr. Miuier. Mr. Chairman, before you conclude, may I say that 
Mr. Moore comes from Alameda County, Calif. He represents one 
of the oldest shipbuilding organizations on the Pacific coast, and I 
am very happy to see him here, and I want to congratulate him upon 
a fine statement. 

Mr. Maiuiarp. Do not claim him entirely. He lives in my dis- 
trict. 

The CHatrman. Without objection we will insert in the record at 
this point a statement of Congressman Harold T. Johnson of Cali- 
fornia; a statement of Mr. George Christopher, mayor of San Fran- 
cisco; a statement of Raymond C. Kealer, mayor of the city of Long 
Beach, Calif.; a statement of the Marine Exchange, Inc., San Fran- 
cisco; a statement of Norris Poulson, mayor of the city of Los An- 
geles; a statement of Gordon S. Clinton, mayor of the city of Seattle, 
Wash.; a letter from the Long Beach Chamber of Commerce, signed 
by Albert L. Code, president; a resolution of the harbor commission 
of the city of San Diego, with an attached letter signed by John 
Bate, port director; and a resolution of the Board of Supervisors 
of the City and County of San Francisco, Calif. 

(The documents referred to are as follows :) 


STATEMENT OF Hon. Haroip T. JOHNSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA, RE H.R. 8093 anp H.R. 9899 


Mr. Chairman, I appreciate the opportunity extended by this committee for 
me to make my views known on this pending legislation, H.R. 8093 and H.R. 
9899. These two bills present completely opposite positions in relation to the 
continuation of the 6-percent differential for construction of shipbuilding on 
the west coast and other measures to assure maintenance of the Pacific coast’s 
shipbuilding and repair industry. 

My congressional district is mountainous and we are not directly concerned 
with the shipbuilding industry, but I am supporting the continued applica- 
tion of the 6-percent construction differential on the basic contention that we 
must have a strong two-ocean merchant fleet to move our commodities and keep 
our imports flowing into the Nation. 

I checked with the Department of Commerce today and obtained the latest 
figures on our dependence on imports, and although I know this committee 
is well aware of this, I would like to enter it into the record of this case. 
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I was advised that 100 percent of our tin, of our carpet wools, of our sisal 
and manila fibers and our rubber is imported. Imports of a few other com- 
modities in relation to our total consumption show the following statistics: 


Percent 
Nana bn ne ULL 89 
Bauxite--------------------~--~--~-------~--------------------~--+-+-+-+-+---- 85 
Cobalt_.---------------------------—---------+--------- +--+ +-+-------5. 79 
[ead_---------------------------------------+--- +--+ +--+ +--+ +--+ +++ 69 
‘Aimomry — ~~ - s+ ne he ce 88 
ginc.---------------------------------------------------+---—------+---+- 62 


You can readily realize the dependence this Nation has on merchant shipping 
and it seems only logical that construction and repair facilities for this shipping 
must be located on both oceans. 

Even though the costs on the Pacific coast are 6 or 7 percent higher than 
they are on the Atlantic seaboard, I think it is incumbent on this Government 
to see that we have a two ocean merchant fleet, with both seaboards equipped 
to construct and repair this fleet. This is vital to the security and the economy 
of our Nation. 

Without continuation of the 6-percent differential as proposed in Congress- 
man Shelley’s legislation, the west coast shipbuilding industry will die on the 
vine. Our Nation cannot afford to let this happen. 

I also would like to concur wholeheartedly with the comments made by my 
San Francisco Bay area colleagues, Congressman John Shelley and George 
Miller, who are much better versed in this problem than I. Thank you. 


STATEMENT OF GEORGE CHRISTOPHER RE H.R. 8093 AND RELATED BILLS 


My name is George Christopher. I am mayor of San Francisco. Because my 
city has been so richly endowed by nature with one of the world’s finest natural 
harbors, San Francisco has been intimately associated with oceanborne com- 
merce during its entire history. 

From pioneer days the maritime industry has been practically the heart of 
the economy of San Francisco and its neighboring communities around the bay. 

As a great seaport city, we are tremendously concerned with what happens 
to shipping, ship repair, and ship construction. Our hearts are close to all 
phases of the maritime industry, because so many of us not only live with it, 
but live by it. 

It is as the representative of a city, yes, an entire area, with a vital stake 
in the future of the Pacific coast maritime industry that I respectfully lay 
before you my views regarding the proposed legislation to eliminate the Pacific 
coast shipyards’ 6-percent differential in bidding for ship construction jobs 
under the current fleet replacement of the American merchant marine. I truly 
believe that these views represent the thinking of the majority of my fellow 
San Franciscans. 

Today there are 3,400 bay area citizens employed in 4 major private shipyards, 
engaged in either ship repairs or ship construction, mostly the former. Thou- 
sands more are employed by some 700 smaller business concerns which supply 
goods and services to the yards. It is worthwhile noting that at the peak of our 
wartime shipbuilding activity here, there were 140,000 shipyard employees. 
World War II and the Korean action made all of us in the San Francisco Bay 
area keenly aware of the important role played by the maritime industry in the 
defense of our country. In both struggles, we saw hundreds of thousands of 
our fighting men, and millions of tons of war materials and supplies, pass over 
San Francisco docks, onto ships, and then out through the Golden Gate to be 
transported to the far reaches of the Pacific Ocean. 

With our own eyes we have witnessed the slow and painful building of the 
“bridge of ships” which became the lifeline to our Armed Forces, scattered from 
Australia to Attu. And there are thousands of our people living here today who 
helped build many of those ships, repair them, and operate them. In San Fran- 
cisco we know from firsthand experience what it means to live on the frontier 
of our Nation’s defense. 
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We also remember what it means to be plunged pellmell and unprepared into 
a crash program of meeting the demands for new ship construction and repair 
facilities, almost from a standing start. From 1941 on we saw shipyards mush. 
room from our tideflats. We struggled to find housing for the thousands of 
rapidly recruited green hands who poured into our bay cities from all over the 
United States to man these yards. And almost miraculously, somehow we 
managed to build 20 percent of all the merchant ship tonnage constructed in the 
United States during World War II. 

We know from this experience of the waste, the costliness, and the inefficiency 
of such a crash program. Undoubtedly it was the only way to do it at that time, 
but almost a year and a half passed before we were able to hit the peak of our 
ship construction activity. There appears today to be widespread agreement 
among defense experts that never again will we have so much time for buildup 
after the sirens begin to blow. Next time it may be minutes, not months. 

By both words and legislative deeds, the Congress of the United States has 
shown its determination that we as a nation will never again be caught so ij] 
prepared for such an emergency. Congress has demonstrated that it wants 
the private shipyards on all coasts to be ready to contribute to the maximum 
mobilization effort without delay—and to have the necessary facilities in being 
and the essential core of trained personnel at hand. 

But despite the intentions of Congress, here in the San Francisco Bay area, 
as well as in other Pacific coast ports, we have been witnessing the gradual 
deterioration of our shipyard capacities rather than the development of a strong 
and ever-ready shipbuilding industry. Our yards are affected by a sort of creeping 
paralysis, slow but devastatingly sure, a condition brought about through lack of 
work for the yards. 

It is my understanding that unless ours and other Pacific coast yards are 
assured an adequate amount of work, they are bound to suffer a loss in technical 
experience and efficiency, an inability to keep abreast of industry progress in 
new equipment and techniques, and a gradual shrinkage in trained and ex- 
perienced personnel. My own personal observations of conditions in the industry 
around San Francisco Bay have shown me that lack of work on any kind of 
a sustained basis is leaving its mark on what should be a thriving industry. 

We know that Congress long since has established as national policy the 
maintenance of a strong merchant marine, supported by a healthy ship replace- 
ment program. Legislation such as the 6-percent differential provision and Pub- 
lic Law 805 have demonstrated the desire of Congress to implement this policy 
and to achieve an equitable distribution of the work among yards on all coasts. 

At the present time there are 18 ships being built in Pacific coast yards under 
the American merchant marine fleet replacement program. Of this number, 11 
are there only by reason of operation of the 6-percent differential, 502(d), or 
Public Law 805, 502(f)—five and six ships respectively. Two of these ships are 
being built in a San Francisco shipyard. 

It seems incredible to us that legislation should now be presented to Congress, 
the result of which would be to reverse the trend started by 502(d) and 502(f), 
by eliminating the 6-percent differential and thereby almost completely shut us 
out of any more of the Government-financed ship construction over the 17 years 
of the replacement program. Even under the most advantageous circumstances, 
with the 6-percent differential still in effect, there would be only about three 
ships per year for the entire west coast shipbuilding industry. H.R. 8093 would 
take away even this small share. 

If we on the west coast are expected to be ready to do our part in the national 
defense effort, I sincerely believe that your committee should give urgent con- 
sideration to legislation which will increase the number of ships which may be 
eonstructed under the Government-financed ship replacement program, and 
should withhold approval of any legislative proposals which would further 
jeopardize the mobilization capabilities of the San Francisco Bay yards and 
other west coast yards. 

Personally I would like to express approval of the provisions contained in 
legislation submitted some months ago by one of our San Francisco congressional 
Representatives. I refer to H.R. 9899 introduced by the Honorable Jack Shelley 
of the Fifth California District. I am impressed by the logic of applying the 
6-percent differential to all the ships remaining in the replacement program. 
With the Pacific coast “home office” and “service to Pacific ports” restrictions re 
moved, west coast yards might be able to secure a more reasonable and equitable 
share of Government-supported ship construction. 
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I had hoped that your committee might be able to come to the Pacific coast for 
its hearings and witness firsthand what I have tried to describe as a sickly and 
deteriorating shipbuilding industry. I am not qualified to discuss the technical 
aspects of this problem, comparative costs, ete. All I can report to you is what 
Isee with my own eyes. 

I reiterate—if it is national policy to maintain a strong merchant marine sup- 

rted by a strong shipbuilding industry—if it is a vital part of our national de- 
fense that this shipbuilding industry be widely dispersed and be of equal 
strength on all coasts, then the legislation which has been enacted with that 
objective up until now has not proved effective. We do not have a strong and 
active shipbuilding industry in the San Francisco Bay area or anywhere on 
the west coast, and we never will have, on the basis of three or less new ships 
per year for the entire west coast industry. 

We know that in times past we have been called upon for almost superhuman 
efforts in wartime emergencies, because of our strategic location as the gateway 
to the Pacific area. 

We know that we live under the constant threat of a similar emergency, be- 
cause the international situation in the Pacific region poses a potential. menace 
perhaps greater than that which hung over us before Pearl Harbor. 

We know that a shipbuilding industry in complete readiness, both in respect 
to physical facilities and to experienced manpower, is vital to America’s defense. 

Therefore, we of the San Francisco Bay area, respectfully urge that your 
committee take action which will make it possible for us to fulfill our defense 
mobilization requirements, by endorsing legislation which will increase rather 
than decrease the number of ships available for bidding by west coast private 
shipyards. 


OFFICE OF THE MAYOR, 
Long Beach, Calif, June 10, 1960. 
MERCHANT MARINE SUBCOMMITTEE, 
House Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 
(Attention : Hon. Herbert C. Bonner, chairman). 


GENTLEMEN: As mayor of the city of Long Beach, Calif., I desire to express 
my views on the subject of H.R. 8093 and other bills being considered by your 
committee during the period June 18 to 16. 

During the past 2 years the people of this community have witnessed the 
amazing rebirth of the southern California shipbuilding industry. In World 
War ITI, all of us were proud of the excellent facilities and skilled manpower 
which enabled the Long Beach-Los Angeles area shipyards to produce large num- 
bers of both merchant and combatant ships of the highest quality. In September 
of 1945, there were more than 130,000 persons employed in California ship- 
yards, of which a substantial portion were located in the Long Beach-Los 
Angeles area. In September 1957, there were only 3,000 persons employed in 
shipbuilding and ship repair in this area, according to the California Division 
of Labor Statistics and Research. In fact, no major vessel was constructed 
in California from the end of World War II until new construction was com- 
menced at Todd Shipyards at San Pedro in 1959. During these years, the once 
great shipbuilding industry lay dormant while its facilities deteriorated and its 
skilled manpower disappeared. 

However, in the past 2 years, we have seen the shipbuilding industry recreated 
in our State and in this community. Millions have been spent on reconditioning 
facilities and developing skilled manpower. By aggressive action, increased 
efficiency, and with the cooperation of all elements of industry and labor, west 
coast shipyards, including those in our community, have secured certain new 
ship construction contracts in the past 2 years. Employment in the industry 
has substantially increased and the economic benefit to the community has been 
considerable. 

As I understand it, all of this has been made possible under the competitive 
climate created by the Merchant Marine Act of 1936 which attempts to guarantee 
fair and equitable opportunity to shipyards in all sections of the country. I have 
been informed that a bill has been introduced which would amend the Merchant 
Marine Act so as to remove the construction differential system upon which west 
coast shipbuilders must depend in order to compete effectively for further new 
ship construction. 

In my judgment, it would be a serious mistake to remove this construction 
differential from the law. In this area, it would destroy our revitalized ship- 
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building industry which means so much to this community. It would have the 
same disastrous effect in all west coast shipbuilding communities. Destruction 
of this industry on the west coast would not only cause irreparable loss and hard. 
ship, but would also greatly weaken the tremendous national defense potentiaj 
of the Pacific coast at a time when this potential is desperately needed and should 
be improved. 

Gentlemen, I trust that you will reject this obvious attempt to cripple the 
ability of west coast shipyards to compete for a fair share of available new ship 
construction, The Merchant Marine Act has proved to be wise and beneficiat 
legislation which should be preserved and improved, rather than weakened and 
impaired. 

Yours sincerely, 
Raymonp C. KEALER, Mayor, 


STATEMENT OF THE MARINE EXCHANGE, INC., SAN FRANCISCO, SUPPORTING THE 
RETENTION AND FURTHER APPLICATION OF THE 6-PERCENT CONSTRUCTION DIFFER- 
ENTIAL AND OTHER MEASURES To ASSURE MAINTENANCE OF THE PACIFIC Coast's 
SHIPBUILDING AND REPAIR INDUSTRY 


The Marine Exchange, Inc., is a service and promotional agency whose mem- 
bership offers the broadest representation of northern California’s maritime in- 
dustry. 

Included in this membership—which totals almost 500 firms and individuals— 
are not only offshore and domestic water carriers and agencies with service 
through the Golden Gate, but also the region’s large and small shipyards, naval 
architects, chandlers and marine supply companies, the principal labor organiza- 
tions involved in waterfront and maritime industrial activities, and all other 
major elements of the region’s great ship construction and operating complex. 

Supporting the exchange and its program are official representatives of all 12 
of the counties comprising the greater bay region, which straddle the waterway 
system feeding through the Golden Gate. 

For 111 years, the exchange has witnessed the uneven but expanding com- 
merce and ship traffic of the region, and encouraged the development of the shore- 
side services, facilities, and skills necessary for this growing maritime traffic. 
This period encompassed not only Pacific coast pioneering in ship design and 
construction, but establishment as well of two major Navy shipbuilding and 
repair facilities in the area. 

Witnessed too was the critical role of the bay region as a major shipbuilding 
center in two World Wars—and the stresses and demands these efforts produced, 
as well as the severe readjustments of the postwar periods. 

Encouragement was given to hopes that history would not be entirely repeated 
after World War II, and that a basic minimum of shipbuilding facilities and 
skills would be maintained in the bay region, by application of laws wisely pro- 
vided by the Congress in meeting the needs of national security. These provi- 
sions—in particular sections 502(d) and (f) and 509 of the Merchant Marine 
Act of 1936—when applied in practice gave promise that at least to a limited 
degree the bay region—and the other four major shipbuilding areas widely dis- 
persed along the Nation’s western coastline—would be able to effectively respond 
to future demands of conflict or other national emergency. 

That the exchange agrees with the inadequacy of these present provisions to 
meet fully the criteria and objectives established by the Congress for the na- 
tion’s defense mobilization base is evidenced by its endorsement of April 1, 1960, 
of H.R. 9899 introduced by Congressman Shelley. In this action, modification of 
the proposed legislation was requested to broaden still further the application of 
the construction differential principle. 

With the belief that merely endorsing the policy of dispersal of shipbuilding 
facilities—a concept repeatedly and historically accepted and expressed by the 
Congress and national spokesmen—would not assure its full and future applica- 
tion to the west coast, the exchange joined in sponsoring the creation of the 
Western Shipbuilding Association, and has supported this and other research 
and public policy efforts in this field. 

The information developed by the association, and the prepared testimony of 
its spokesmen, have the fullest endorsement and confidence of the Marine Ex- 
change. 

The committee’s attention is also directed to a related development of par- 
ticular significance to the San Francisco Bay region, the decline in recent years 
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of repair and procurement business allocated to the private sector of our mari- 
time industry by the Navy and other Government contractors. 

This cutback in both dollar volume and manhours—indicated in part on the 
attached tables—has been of special importance to our region. The extensive 
current labor force, investment, stocks and facilities available—although. far 
below the peaks of World War II when a fifth of the Nation’s merchantmen slid 
down local ways—make the industry peculiarly vulnerable to the double impact 
of a low level of new construction coupled with a steady fall in the volume of 
overhaul, modification and supply activity. 

With close ties also to this phase of the industry, the exchange noted early in 
1960 the depressed conditions in the region—more severe than at any time since 
the last war—and so reported to the area’s Congressmen and to appropriate 
Navy and other officials. 

Administrative actions to offer some improvement in this worsening sector of 
the local industry would be of only slight importance if the principle of a con- 
struction differential should be summarily denied by the Congress. Such action, 
if initiated by your committee, would have an immediate and highly adverse 
effect on an already depressed industry. Reports made to the exchange sub- 
stantiate the conclusion that removal of the differential or of 502(f)—or modi- 
fications that might impair their application—would be followed quickly by a 
further decline in morale, attrition of key personnel and additional contraction 
of the industry to a level still further below the essential minimums for a defense 
mobilization base. 


Tabulation of total Military Sea Transportation Service ship repair work for 
fiscal years from 1951 to date 
Master ship 
repair contracts 


including 
change orders 
Fiscal year: (expenditures) 

ME aie Scag aeons ee ane n eo aa nee een eee $11, 693, 243 
Sn ps a wc <abbr Sp ses sees igencis Saeeek ca as a ei 
ko at tL 0 aL cag 17, 648, 333 
NE fi ped era Sh se erm i eh ea intr de can i Ss fe So i svenarasiect a pln i 9, 484, 771 
aaa csi ipn in seiencree St oman anime eg eet cae eal 11, 486, 798 
II SS eu wy hows si Sas es a maa gs tg ae a 6, 0038, 730 
2S a ERR a cee penetra ee pate ete cee ee eg aca peas 7, 486, 572 
eae hears ec ca oc comes acces ate een ccd oases ws pn eo eg ees tome e 5, 608, 385 
ee ee a oe ns cee ah eee nee 3, 606, 439 


ks toes nt hg si. sno wh ws ec teins tl dS sat Sa a i la Tree 2, 819, 168 
1Through February 1960. 
Source: Records at San Francisco Naval Shipyard, assistant industrial manager/super- 
visor of ship construction and Military Sea Transportation Service. 


Tabulation of total assistant industrial manager ship repair work for fiscal years 
1951-60 


{Funds paid out from appropriations for fiscal year indicated] 






Fiscal year Amount | Number of 

| paid | jobs awarded 

1951... .- Dottad te $19, 819, 374 136 
ee cdiie an tas . 6, 134, 601 | 99 
TPCT z 6, 166, 066 | 78 
ews whence 5 9, 256, 872 114 
Iie... ; e | 9, 485, 253 | 145 
ae | 11, 657, 361 114 
Mey esl. ; to ; | 10, 349, 630 | 115 
1958. _ bile 11, 242, 514 | 158 
1950... ... ( 11, 846, 674 | 229 
1960 (estimate of awards to Mar. 11, 1960) 1 4, 334, 932 | 78 





' Additional awards of $2,936,000 expected in fiscal year 1960. 


NOTE.- The above figures are funds paid to ship repair contractors only. Government labor and ma- 
terial, work handled through N PO or shipyard purchase branch and design work is not indicated. Yard 
closed 2 months due to strikes in fiscal year 1960. 


Source: Records at San Francisco Naval Shipyard, assistant industrial manager/supervisor of ship con- 
struction and Military Sea Transportation Service. 
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Metal trades employment in Pacific coast shipyards from the bay area to 
Canadian border 


{Man-hours by quarters, Mar. 31, 1958, through Mar. 31, 1960] 




















Quarters ending: Totat hours 
a as alien beeerteemncmens dnteetinkenlin iecinon 2, 883, 770 
SE Be qiinitidesimemsindapepecacemuinwnmnwenimemesatininie 3, 255, 883 
ny A ica Ro tl cise earensape ences ences nnsprenccenseneaieraptesgs 3, 347, 815 
ey ahi tcrttchiacgaptnitmnenpseterniemnernarstapaibeatemnmmaamnmsapin 3, 687, 113 

UTR EIR CTU 1 eee TOL RR a pl 13, 174, 581 
I a ON SS ee 3, 296, 740 
Neen ee ae 3, 179, 876 
SE ene en ee ok ee 1, 769, 888 
ct ili aerrerene tpranen dyes tion egignehenrenne epee heepreatpeaninnns 2, 188, 240 

a tN T ole dentate anaeiinianeardesereereroine ertreereeseenimepanepaieneaepnianit 10, 434, 744 
I TT rol serra aren teenrenen tacncactn ae nies deiaeeapiesamiondiomarereerenapebonts 2, 927, 576 


Recap: Decrease December 1958 to December 1959=21 percent. 
Decrease Mar. 31, 1959, to Mar. 31, 1960—=11 percent. 
Source: Pacific coast shipyards; metal trades trust fund. 


Military Sea Transportation Service contract-operated tankers’ 





Number of 
Fiscal year availabilities 





Amount 
billed Navy 
Department 





8 | $1, 337, 028 
8 | 4, 916, 501 
1 2, 001, 172 
7 847, 654 
8 665, 496 
5 582, 978 
4 243, 000 





i ec eeininiweeneyedarbenne dane drives ts site| soncourgtote | 





1 These tankers are operated by commercial shipping firms who bid the repair work to private shipyards 
and plants. However, the Navy Department is billed direct for the work accomplished. 


Source: Records at San Francisco Naval Shipyard, assistant industrial manager/supervisor of ship con- 
struction and Military Sea Transportation Service. 


OFFICE OF THE Mayor, LOS ANGELES, CALIF., 
June 8, 1960. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine Subcommittee of House Committee on Merchant 
Marine and Fisheries, House Office Building, Washington, D.C. 


DEAR CONGRESSMAN BONNER: I have been advised that your subcommittee is 
holding hearings, commencing on June 13, on H.R. 8093 and others, which 
would affect the 6 percent construction differential provision of the Merchant 
Marine Act of 1936. 

As mayor of the city of Los Angeles, I urge that your honorable committee 
support the continuance of the 6 percent construction differential for west coast 
shipyards. 

Shipbuilding representatives will present facts and figures showing that the 
6 percent differential is not only equitable, but is warranted if west coast yards 
are to obtain their fair share of shipbuilding in the Nation, which building must 
be distributed nationwide as a national defense measure. 

On June 6, 1960, the SS Mormaccape was launched at the Todd Shipyard in 
Los Angeles Harbor. This was the first commercial cargo vessel that has been 
launched in peacetime in this area since 1931. Prior to the awarding of the con- 
tract for the construction of this vessel in 1958, the average number of people 
employed in the Todd Yard was from 400 to 500, whereas it is now from 2,000 to 
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2500. You can readily see the tremendous value to the community of 55,000 
’ ple because of this increased labor force. 

In order to maintain shipyard facilities on the west coast and to provide for 
proper distribution of shipbuilding throughout the United States (a national de- 
fense must), the 6 percent differential must be retained. No valid reason exists 
why shipbuilding should be restricted only to east coast yards, even though 
eastern shipbuilders have demanded that the west coast yards be completely 
eliminated from competition by cancellation of the 6 percent differential. 

The State of California has cooperated wholeheartedly with the shipbuilding 
industry and the Federal Government by elimination of property taxes on ships 
under construction and it is imperative that the Congress of the United States 
also cooperate by seeing that the west coast yards are allocated their fair share 
of new construction, which can be done only by the retention of the construction 
differential. 

Sincerely yours, 
Norris Poutson, Mayor. 


OFFICE OF THE MAyor, CIty oF SEATTLE, 
June 9, 1960. 
Hon. Hersert C. BONNER, 
House Committee ow Merchant Marine and Fisheries, House Office Building, 
Washington, D.C. 


Dear Mr. BONNER: I regret that pressure of my official duties makes it im- 
possible for me to appear in person before the Subcommittee on Merchant Ma- 
rine and Fisheries to tell you why we of Seattle and the entire Puget Sound area 
feel that H.R. 8093 and similar bills are both inequitable and detrimental to our 
Nation’s security. 

In lieu of my personal appearance, I respectfully submit this statement to be 
made part of a record of the subcommittee’s current hearings. 

Today in Seattle there are only 2,000 men employed in the two major shipyards 
compared with 45,000 at the peak of our World War II shipbuilding activity. 

Seattle yards have had no new Government-financed ship construction work 
under the merchant marine fleet replacement program, either by way of section 
502(d) or Public Law 805. 

Your committee will realize why it is difficult for citizens of Seattle, one of 
the great natural seaports of the world, and a community which has been built 
largely on ocean commerce, to understand why this area has received no awards 
from the new ship replacement program as a result of the west coast 6-percent 
differential. 

We have here the facilities to build the ships. We have a backlog of expert- 
ence gained in two World Wars. We havea pool of trained and experienced man- 
power—which unfortunately is growing smaller each year through lack of ship- 
yard jobs. 

Seattle is the gateway to Alaska and to the Orient. It is the natural terminus 
for Pacific coastwise shipping from both North and South America. From a 
strictly commercial standpoint, it would be advantageous to American shipping 
to have a healthy shipbuilding and ship repair industry in the Puget Sound 
area. 

From a national defense standpoint, there is ample evidence that the U.S. 
Navy recognizes the strategic importance of the Puget Sound area. Recent 
figures presented before hearings of the House Appropriations Committee showed 
that the Navy had allocated 10 percent of its working capital funds to Puget 
Sound Navy Yard at Bremerton. 

Furthermore, it is difficult for us in Seattle to understand why Atlantic, gulf 
and other eastern shipyard interests with 103,000 employed last year against 
13,600 employed on the entire Pacific coast—88 percent versus 11 percent—are 
so determined and so dedicated in their efforts to cut down still further the 
small number of new ships which might be available for west coast construction. 

We are not appealing to your committee for action against H.R. 8093 merely 
to bring more ship work to the Seattle area and the Pacific coast. But we think 
that the security and safety of our Nation should take precedence over any 
kind of intersectional rivalry. 

We truly believe that a strong shipbuilding industry on the Pacific coast is a 
vital part of national defense—and Congress has demonstrated a similar belief 
by enactment of legislation such as 502(d) and 502(f) or Public Law 805. 
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Therefore, we urge our fellow Americans on the east coast, Great Lakes, anq 
gulf to join with us in working together for a still stronger merchant marine, 

The senior Senator from the State of Washington, the Honorable Warren Gg. 
Magnuson, recently pointed out that the Soviet Union is out to “bury” the free 
world by choking off our merchant shipping through undercutting rates, ang 
thereby driving us from the ocean lanes of commerce. 

Said he, “In 1956 the Russians stopped producing naval surface vessels and 
began to build merchant ships. Today they are operating 800 such ships, 

“But while we are sitting here debating the future of America’s merchant 
marine, the Soviet, the satellites, and. Red China shipyards are bursting with 
activity and orders. Today the Soviet Union has already surpassed Great 
Britain, and now stands second only to the United States as a merchant marine 
power.” 

We agree with Senator Magnuson that a strong American merchant fleet with 
trained American crews is “the only real opposition the Soviets will have in 
their drive to become rulers of the seas’”—and hence perhaps the entire world. 

Therefore, as mayor of Seattle, I respectfully request that your committee reject 
H.R. 8093 and turn your attention to legislation which will result in a stronger 
and better American merchant marine and its supporting shipbuilding facilities 
on all coasts of our Nation. 

Very truly yours, 
Gorpon §S. CLINTON, Mayor. 


Lone BEAcH CHAMBER OF COMMERCE, 
Long Beach, Calif., June 9. 1960. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C. 


DEAR CHAIRMAN BONNER: Thank you for your letter of May 21, advising of 
hearings on the Pacific coast shipbuilders differential to be held in Washington, 
June 13. 

Unfortunately, it will be impossible for myself or a representative of this 
organization to present testimony before your honorable committee, however, 
we would appreciate the following statement being made a part of the record 
of the committee proceedings. 

“The Long Beach Chamber of Commerce is in opposition to any Federal legis- 
lation which would eliminate the 6-percent differential which is afforded west 
coast shipbuilders under section 502(d) of the Merchant Marine Act. Retention 
of the preferential differential is imperative in maintaining an active shipbuild- 
ing industry in the only area which is immediately accessible to the Pacfic 
Ocean theater. Any action to the contrary would jeopardize this important 
component of the national defense effort.” 

Sincerely, 
ALBERT L. Cope, President. 





San Dieco CHAMBER OF COMMERCE, 
San Diego, Calif., June 9, 1960. 
Hon. HERBERT C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, House Office 
Building, Washington, D.C. 


GENTLEMEN: The San Diego Chamber of Commerce has long supported the 
6-percent differential given to Pacific coast shipyards and is in vigorous opposi- 
tion to H.R. 8093, which would eliminate this incentive. 

San Diego has emerged as an important west coast shipbuilding center. 
Its yards are a very important adjunct to the economy of the community. San 
Diego’s shipbuilding activities are not only vital to the community’s economy, 
but are extremely important to the Nation’s defense in time of emergency. 

We strongly urge that the 6-percent differential be continued. 

May we request that this letter be made a part of the record of the hearings 
on H.R. 8093. 

Sincerely, 
S. Fatck NIELSEN, President. 
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Port oF SAN DIEGO AND 
LINDBERGH FIELD AIR TERMINALS, 
San Diego, Calif., June 6, 1960. 
Representative HERBERT C. BONNER, ‘ , 
Chairman, House Committee on Merchant Marine and Fisheries, House Office 
Building, Washington, D.C. 


HonoraBLE REPRESENTATIVE: Enclosed are 12 copies of Harbor Commission 
Resolution 8183, new series, adopted by the Harbor Commission of the City 
of San Diego on June 2, 1960. It is requested that this resolution be made 
a part of the record of the hearings on H.R. 8093. 

In the event the Harbor Commission of the Port of San Diego can be of any 
service to you or the committee on this matter, we would be very happy to hear 
from you. 

Very truly yours, 
Port oF SAN DIEGO, 
JOHN BATE, 
Port Director. 
RESOLUTION No. 8183, New SERIES 


Be it resolved by the Harbor Commission of the City of San Diego as follows: 

Whereas the Subcommittee on Merchant Marine has scheduled a hearing for 
June 13, 15, and 16, 1960, covering H.R. 8093 and related bills; and 

Whereas the construction of ships on the Pacific coast is of vital importance 
to the economy of the entire area ; and 

Whereas such construction will provide within each respective community 
added employment and industrial diversification ; and 

Whereas the development and continued maintenance of the facilities needed 
to construct and repair major oceangoing vessels is not only in the national 
interest, but the encouragement of such facilities on the Pacific coast is in the 
direct interest of national defense ; and 

Whereas the city of San Diego, whose economy in the past has been based al- 
most exclusively on tourism, aircraft manufacture, and military establishments, 
knows at first hand the many advantages which accrue to a community fortu- 
nate enough to receive a major shipbuilding contract: Now, therefore, be it 

Resolwed by the Harbor Commission of the City of San Diego, That the 
Subcommittee on Merchant Marine be requested to give to H.R. 8093 and related 
bills a favorable report with a recommendation that said bills be passed by 
the Congress of the United States. 

I hereby certify the above to be a full, true, and correct copy of Resolution No. 
8183, new series, of the Harbor Commission of the City of San Diego, as adopted 
by the said commission on the 2d day of June 1960. 


Cart L. Ruysacu, Secretary. 


OFFICE OF THE CLERK OF THE BOARD OF SUPERVISORS, 
San Francisco, Calif., June 8, 1960. 
Hon. HERBERT C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, House Office 
Building, Washington, D.C.: 

Your attention is hereby directed to the following, passed by the Board of 
Supervisors of the City and County of San Francisco: 
“File No. 441-60 


“RESOLUTION No. 365-60—MEMORIALIZING ConGrEss To Arp SAN FRANcIsScO Bay 
PRIVATE SHIPYARDS THROUGH DISAPPROVAL OF H.R. 8093 AND RELATED BILLS 
OF THE FLEET REPLACEMENT PROGRAM 


“Whereas the San Francisco Bay area has been called upon in two World 
Wars to create a shipbuilding and ship repair industry capable of producing a 
vast tonnage of merchant ships; and 

“Whereas the shipbuilding and ship repair industry facilities and manpower 
skills developed during World War II will gradually disappear unless kept alive 
by new ship construction ; and 

“Whereas the shipyards of the San Francisco Bay area and other yards on 
the Pacific coast have not been awarded or allocated sufficient new ship con- 
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struction under the Government-financed American merchant marine fleet re 
placement program to permit these yards to maintain an adequate employment 
level ; and 

“Whereas H.R. 8093 and related bills now under consideration by the Congress 
of the United States would reduce even further the number of ships availabje 
to our San Francisco and other Pacific coast yards under the fleet replacement 
program ; Now, therefore, be it 

“Resolved, That the Board of Supervisors of the City and County of Sap 
Francisco does hereby memorialize Congress that approval of the above-mep. 
tioned legislation would seriously impair the defense mobilization capabilities of 
our San Francisco Bay private shipyards and, therefore, should be rejected ip 
the interest of national defense. 

Adopted by the Board of Supervisors of the City and County of San Francisco, 
June 6, 1960. 

CLERK’S CERTIFICATE 

STATE OF CALIFORNIA, 
City and County of San Francisco, 88: 


I, Robert J. Dolan, clerk of the Board of Supervisors of the City and County 
of San Francisco, do hereby certify that the annexed Resolution No. 365-60 is 
a full, true, and correct copy of the original thereof on file in this office. 

In witness whereof I have hereunto set my hand and affixed the official sea] 
of the city and county this 8th day of June 1960. 

[SEAL] RosertT J. DOLAN, 

Clerk of the Board of Supervisors, City and County of San Francisco, 
By L. M. SEUTER. 


The CuarrMan. That will conclude the witnesses for today. 

The committee will go into executive session. 

(Whereupon, at 11:40 a.m., the committee proceeded to executive 
session and recessed subject to the call of the Chair.) 

(The following statements, letters, and resolution were received sub- 
sequent to the hearing :) 


STATEMENT OF Hon. EpitH GREEN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF OREGON 


Mr. Chairman, I deeply appreciate the opportunity you have given me to par- 
ticipate in these hearings and to express my own opposition and the opposition 
of the people of my district to the proposals to eliminate the existing 6-percent 
differential for west coast ports. 

The existence of this differential does not have the effect which some have 
alleged of giving west coast ports a competitive advantage over east coast and 
gulf ports. If it did, I could not come before this committee and ask that it be 
continued. What the differential does (the reason for which it was originally 
established) is to give our west coast ports, including the port of Portland, an 
equality of bidding power with eastern and gulf ports which have very great 
competitive advantages in terms of lower costs and transportation charges. 

In statements to be furnished to this committee through the Western Ship- 
building Association, the Governor of Oregon, the mayor of Portland, and the 
president of the Port of Portland Commission will sum up the tremendous eco- 
nomic importance of the present investment in shipbuilding and repair facilities 
to the economy of Oregon and the maritime economy of the entire Nation. 

This committee has always demonstrated an understanding of the necessity 
of keeping our maritime economy healthy. Such necessity finds expression in 
terms of national security, as well as in terms of American prosperity. The 
6-percent differential is one of the vital parts of the structure which this com- 
mittee has erected over the years to keep that segment of our economy healthy 
and equal to the tasks which the times will thrust upon it. Its elimination would 
weaken the shipbuilding facilities of the Northwest without in any way offering 
any compensatory strengthening of the facilities of the rest of the Nation. I urge 
the committee to reject this legislation. 
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SraTEMENT OF Hon. Cecit R. KING, A REPRESENTATIVE IN CONGRESS FROM THE 
STaTe oF CALIFORNIA Re H.R. 8093 anp ReLatTep BILis 


My name is Cecil R. King. I am a Member of the House of Represent- 
atives from the 17th District of California. 

I have asked for the privilege of appearing before the subcommittee of the 
House Merchant Marine and Fisheries Committee to express opposition to H.R. 
8093 because with southern California taking the lead in the post-World War II 
rebirth of merchant shipbuilding on the Pacific coast, the issue before you on this 
pill is vital to our area. 

While it is true that during World War II, the Seattle-Puget Sound area and 
the Portland-Columbia River area contributed greatly to shipbuilding, so far, it 
has only been the southern California area and the San Francisco Bay area which 
have actually reestablished themselves in the building of oceangoing merchant 
vessels under the current replacement program of the American merchant marine. 
The Washington and Oregon areas have fine facilities and I am sure will get into 
this program as we have. 

As other witnesses have already informed you, there are already building on 
the Pacific coast, 15 merchant ships under this fleet replacement program, with 
5 of them at Todd Shipyards Corp. in San Pedro, 6 at National Steel & Ship- 
building Corp. in San Diego, and 4 at the Bethlehem yard in San Francisco. 

The Pacific coast has waited a long time to get back into shipbuilding. 
Section 502D, which this bill would repeal, has accounted for 5 of those 15 
ships. Another section of the Merchant Marine Act, section 502F, has accounted 
for 6 of these 15 ships. Your committee will understand therefore that we are 
greatly disturbed at any effort to repeal or modify either of these statutes in 
the direction of lessening our revitalized shipbuilding industry. 

Both the eastern shipbuilding interests and the Pacific coast interests have 
presented to you shipbuilding cost statistics. I understand that these two pres- 
entations are in conflict. I will make no attempt to get into the details of these 
cost figures, but I have briefly examined the Pacific coast presentation and it is 
clear to me that those figures do attempt to give you an analytical cost statement 
on an item-by-item basis. Conversely, it is my understanding that the presenta- 
tion by eastern shipbuilding interests was somewhat general in nature. It would 
seem to me that with the experience this committee has in this field, there should 
be available to it some ready means of evaluating these two presentations and 
determining the actual cost differential. 

Assuming it is found that a differential does exist, it seems clear that there is 
ample reason for retaining presently existing laws which will insure that some of 
this shipbuilding program is accomplished on the Pacific coast. Both of these 
laws are expressions by the Congress that there is a need in the public interest for 
the shipbuilding industry to be maintained on the Pacific coast as well as in other 
areas. I understand that there is little if any argument on this point and 
that witnesses on both sides have agreed that we must administer the present 
program so that there will be ships built on the Atlantic, in the gulf and on the 
Pacific coast. The only remaining question seems to be the proportion of that 
program which is to be accomplished in each of the areas. 

Section 502F is the best clue we have from the standpoint of congressional ac- 
tion as to how it should be divided. That section calls for a periodic survey by the 
Department of Commerce of the level of the shipbuilding activity in each area. 
Upon a finding that any one of the areas is in a depressed state shipbuildingwise 
and does not have enough of this activity so as to keep pace with the defense mo- 
bilization requirement, then the Secretary of Commerce, with the authority of the 
President, may allocate shipbuilding work to the depressed area. The only 
detail that is absent from section 502F is what the defense mobilization base is 
for each of the areas. This is classified information, but I am sure it is available 
to this committee and to the Maritime Administration, which agency is charged 
with the administration of the act. 

Another measure of the proportion of this shipbuilding which should be allo- 
cated to the Pacific coast is available from the Navy’s operation of its own ship- 
yards in the two coastal areas. The presentation by the Pacific coast yards points 
to two factors in the Navy operations, one being moneys expended or available 
for expenditure and the other being the number of Navy shipyard employees. 
That presentation points out that funds available for Navy shipyard operations 
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are on a ratio of about 60 to 40, Atlantic to Pacific coast. The number of Navy 
shipyard employees is in the same area, about 65 to 35. Thisis a striking : analogy 
and becomes the more dramatic when it is realized that some 88 percent of 
private shipbuilding employment is in the gulf and Atlantic, whereas only some 
12 percent is found on the Pacific. This ratio of 7 to 1 is considerably apart from 
the Navy’s ratio of 60 to 40. 

Another factor which proclaims loudly against the repeal of either of these 
statutes is the present shipbuilding situation where there are a total of only 18 
ships under construction on the Pacific coast, with 11 of them being there only by 
reason of operation of section 502D and section 502F. If these two statutes were 
not on the books, it is clear that the Pacific coast would be reduced to 7 ships in 
building as against 49 or 60 on the Atlantic, another greatly disproportionate 
situation. 

Out of any discussion of these two laws comes the logical question as to why 
the Pacific coast needs the 6 percent differential so long as they have the alloca- 
tion statute, that is section 502F. In other words, is it not true that if there were 
no 6 percent differential, a proportionate number of ships would go to the Pacifie 
coast anyway under section 502F because then the Pacific coast would auto- 
matically be a depressed area. Theoretically, the answer to this question is 
“Yes.” However, as the Maritime Administration itself has stated, section 502F 
is a statute in which there must be interpretation and in which discretion is 
exercised. Therefore, tremendous pressures obviously develop whenever appli- 
eation of the statute is considered. This being true, the Pacific coast builders 
are not confident that they would fare as well as they should with 502F, but 
without 502D. 

The picture is so clearly before your committee now that it requires no elabora- 
tion by me. I would like to say, however, that it seems obvious the committee 
has the problem of guaranteeing that there will be as many ships in this pro- 
gram built on the Pacific coast as are indicated by the defense mobilization base 
of that area. Certainly, it cannot be 1 to 7, which is what the prospect would 
be if both of these statutes were repealed and certainly it should not be 1 to 5 
as is indicated by one portion of the presentation by the Pacific coast. The 
U.S. Navy operates on roughly a 60—40 basis, therefore, seemingly, the national 
defense would require that the allocation of this some 300-ship program should 
be on about that ratio. Exactly how this could be best accomplished is the 
province of your committee, but I do feel that that is the task before the com- 
mittee. Until that can be accomplished, there certainly seems to be no logic 
in repealing section 502D which has accomplished some contribution to date. 

I want to thank the chairman and my other colleagues in Congress on this 
committee for granting me the courtesy of appearing before you. 





COMMISSION OF PuBLIc Docks, PORTLAND, OREG., 
March 9, 1960. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 

Sir: The Commission of Public Docks of Portland respectfully submits a reso- 
lution adopted at its regular meeting of March 1, 1960. 

The commission is offering its wholehearted support to the associations and 
organizations who are directly concerned to prevent the elimination of present 
provisions of the Merchant Marine Act of 1936 giving western shipbuilders a 6 
percent cost advantage in bidding on federally subsidized shipbuilding contracts. 

Your consideration of the attached resolution and the interest of The Com- 
mission of Public Docks of Portland which it expresses will be greatly appreciated. 

Very truly yours, 
E. H. Smiru, 
Assistant Secretary and Comptroller. 


RESOLUTION No. 1467 


Whereas the Merchant Marine Act of 1936 provides for an award of construc- 
tion-differential shipbuilding contracts to west coast shipyards, in the event a 
west coast steamship company is involved and the bid is within 6 percent of any 
bid submitted by eastern or southern yards; and 
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Whereas it has been established that west coast shipyards are faced with 
higher costs than yards on the Atlantic and gulf coasts, principally because the 
suppliers of materials for ship construction and outfitting are generally located 
in the Eastern United States; and 

Whereas the continuance of a major shipbuilding program on the west coast 
will be jeopardized if the present 6 percent differential is either reduced or 
eliminated ; now, therefore be it 

Resolved, That the Commission of Public Docks of the city of Portland, Oreg., 
urges the retention of the 6 percent differential as a fair and equitable measure 
designed to maintain a reasonable amount of shipbuilding work in west coast 
ports ; and be it further 

Resolved, That the Commission of Public Docks of Portland, Oreg., endorses 
the activities of the Western Shipbuilding Association which are aimed at pre- 
serving the differential and investigating other means of insuring that western 
shipyards continue to contribute to the economic welfare of the ports and vessel 
operators they serve. 

Adopted by the commission of public docks at its regular meeting of March 1, 
1960. 

THOMAS P. GUERIN, Secretary. 





NovATO CHAMBER OF COMMERCE, 
Novato, Calif., December 31, 1959. 
Subject: Bills to delete from the Merchant Marine Act of 1936 provisions for a 
6-percent differential for ships constructed in Pacific coast shipyards. 
To U.S. Senators, Members of the House of Representatives, the House Mer- 
chant Marine and Fisheries Committee. 

GENTLEMEN: The attached resolution was adopted unanimously by members of 
the board of directors of the Novato (Calif) Chamber of Commerce at the 
December 10, 1959, meeting. 

We earnestly solicit your continued support of the 6-percent differential for 
Pacific coast shipyards engaged in merchant ship construction, and your active 
opposition against any effort to delete that provision from the Merchant Marine 
Act of 1936 or to reduce the percentage of the differential. 

Your active support is urged even though your State may not be directly 
affected, since actions that endanger the many hundreds of millions of dollars 
being spent in this work on the Pacific coast will have at least an indirect effect 
on all Western States. 

Sincerely, 
Ler WIsE, President. 
RESOLUTION 


Whereas the Congress of the United States, after full hearings and delibera- 
tions, amended the Merchant Marine Act of 1936 by inserting therein a section 
502(d), providing for a 6-percent differential for the construction of American- 
flag merchant ships in Pacific coast yards of the United States, when such ves- 
sels are to be employed by Pacific coast lines serving Pacific coast ports; and 

Whereas such amendment was based upon the fact that the security of the 
United States requires a healthy and vigorous shipbuilding industry on the 
Pacific coast, as well as on the Atlantic and guf seaboards; and 

Whereas materials, machinery, and equipment, etc., costs are notably higher 
on the west coast; and 

Whereas this 6-percent differential has made possible some revival of ship- 
building on the Pacific coast and its repeal would severely hamper the west 
coast’s chances of sharing in nearly $500 million in shipbuilding in the coming 
years ; and 

Whereas this is not solely a California problem since the final result will 
affect all Western States and also the inland communities of west coast States 
because of providing shipyard employment and drawing raw materials from 
inland localities ; and 

Whereas it is anticipated a strong and unified effort will be made by eastern 
and gulf coast interests to secure passage of legislation designed to amend sec- 
tion 502(d) of the Merchant Marine Act of 1936, for the purpose of deleting 
therefrom the 6-percent differential for the construction of merchant vessels in 
Shipyards of the Pacific coast of the United States under circumstances set 
forth therein; and 
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Whereas strong and concerted Western States opposition to bills of this na- 
ture is an absolute necessity if we are to overcome the numerically stronger cop. 
gressional representation from Atlantic and Gulf States: Now, therefore, be it 

Resolved, That the Chamber of Commerce of Novato, Calif., is opposed to the 
legislation described above which is designed to repeal that 6-percent differep- 
tial and that this opposition is based upon the fact that the security require 
ments of the United States of America are now even more urgent than they 
were when the amendment was originally adopted and the further fact that the 
aemndment is only now commencing to accomplish its intended results, namely, 
a reasonable allocation of the Federal shipbuilding program to the Pacific coast 
of the United States; be it further 

Resolwed, That the president of this chamber is directed to promulgate this 
resolution to all members of the House Committee on Merchant Marine and 
Fisheries and to the Senators and Members of the House of Representatives 
from Western States. 

It is hereby certified that the foregoing resolution was adopted unanimously 
by the board of directors of the Novato (Calif.) Chamber of Commerce on De. 
cember 10, 1959. 

Rosert EF’. MERRITT, 
Secretary-Manager. 


BILLInes CHAMBER OF COMMERCE, 
Billings, Mont., March 2, 1960. 
Hon. HERBERT C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee. 
Hon. MIKE MANSFIELD. 
Hon. JAMES BE. Murray. 


GENTLEMEN: The Billings Chamber of Commerce, a member of the Western 
States Council, is against any change of subsection (d) of section 502 of the 
Merchant Marine Act of 1936, as amended. 

We believe the shipyards on our west coast are essential to our national de 
fense and our economy. 

We believe the 6-percent differential granted to west coast shipyards is a small 
price to pay to maintain the proper facilities and an experienced labor force to 
assure ourselves these shipyards would be ready in an emergency. 

Your sincere consideration of our request will be greatly appreciated. 

Very truly yours, 
BILLInecs CHAMBER OF COMMERCE, 
R. W. GEMMER, President. 


City OF BELVEDERE—RESOLUTION No. 946 (NEW SERIES) 


(Resolution Supporting H.R. 9899, Congressman John F. Shelley) 


Whereas the Congress of the United States amended the Merchant Marine Act 
of 1936 by inserting therein a section 502(d) providing for a 6-percent differen- 
tial for the construction of American-flag merchant ships in Pacific coast yards 
when such vessels are to be employed by Pacific coast lines serving Pacific coast 
ports ; and 

Whereas such amendment was based upon the fact that the security of the 
United States requires a healthy and vigorous shipbuilding industry on the 
Pacific coast ; and 

Whereas this 6-percent differential has made possible some revival of ship 
building in west coast yards; and 

Whereas the employment of shipyard workers has not been increased to any 
great extent asa result of these contracts ; and 

Whereas materials, machinery, and equipment costs are notably higher on the 
west coast; and 

Whereas H.R. 9899 would extend the allowance of a 6-percent differential for 
bids of west coast shipyards for the construction of all subsidized maritime ships 
regardless of the location of the home port of the steamship company or the 
ports of call: Now, therefore, be it 
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Resolved, That the city of Belvedere supports the adoption of this legislation 
in order that our shipbuilding industry may regain its position as an operating 
segment of our economy. 

Passed and adopted this 11th day of May, 1960, by the following vote: 

Ayes: Watkins, Flint, Mrs. Scott and Weed. 
Noes: Williams. 
Absent: None. 
Dr. Ropert P. WatTxKins, Mayor. 

Attest: 

Britton Rey, City Clerk. 


I, Britton Rey, city clerk of the city of Belvedere, hereby certify the above to 
be a true and correct copy of a resolution passed by the city council of the city 
of Belvedere, May 11, 1960. 

[SEAL] Britton Rey, City Clerk. 


City OF BELVEDERE—RESOLUTION No. 947 (New SERIES) 
(Resolution concerning price restrictions on Liberty ships) 


Whereas the city of Oakland mayor’s committee, in an endeavor to alleviate 
unemployment in local shipbuilding areas and distressed conditions in the 
shipyards, has surveyed the condition of the ship-scrapping industry in the nine 
bay area counties; and 

Whereas unemployment in bay area shipyards is alarmingly high; and 

Whereas the Governor of California has extended the period during which 
unemployment compensation insurance may be paid from 26 to 39 weeks because 
unemployment in the State has reached 6 percent of the working force; and 

Whereas a demonstration by unemployed members of nine international 
unions occurred in San Francisco on Thursday, March 31, 1960, at a meeting 
addressed by Congressman Jack Shelley and Congressman George P. Miller; 
and 

Whereas the minimum price of Liberty ships offered for sale for scrapping in 
the United States by the U.S. Maritime Administration is so high that it is 
uneconomic to scrap such ships in this area, and therefore many offerings of 
Liberties are not bid by local shipyards or by salvage yards; and 

Whereas it is felt that if the Maritime Administration would reduce the 
minimum price from $70,000 per vessel to $25,000 per vessel it would become 
economically feasible to scrap the many Liberties that should be scrapped, and 
thus provide sorely needed work for bay area yards in particular and Pacific 
coast yards in general; and 

Whereas a price of $70,000 per vessel and a scrap weight of approximately 
3,200 tons produces a cost per ton of approximately $22, to which must be added 
approximately $16 a ton for breaking costs and $7 for insurance, handling and 
transportation, or a total cost per ton of about $45; and 

Whereas scrap of this grade can be sold currently for almost $34 a ton in 
the bay area, thus discouraging the purchase of Liberties for scrapping: Now, 
therefore be it 

Resolved, That the city of Belvedere respectfully requests the U.S. Maritime 
Administration to lower the price restriction on Liberty ships for scrapping from 
$70,000 to $25,000. 

Passed and adopted this 11th day of May 1960 by the following vote: 

Ayes: Watkins, Flint, Mrs. Scott, and Weed. 
Noes: Williams. 
Absent: None. 

Attest : 

Dr. Ropert P. WATKINS, Mayor. 
Britton Rey, City Clerk. 


I, Britton Rey, city clerk of the city of Belvedere, hereby certify the above 
to be a true and correct copy of a resolution passed by the city council of the 
city of Belvedere, May 11, 1960. 


[SEAL] Britton Rey, City Clerk. 
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RESOLUTION No. 1531 


(Resolution supporting H.R. 9899, Congressman John F. Shelley) 





Whereas the Congress of the United States amended the Merchant Marine 
Act of 1936 by inserting therein a section 502(D) providing for a 6-percent 
differential for the construction of American-flag merchant ships in Pacific 
coast yards when such vessels are to be employed by Pacific coast lines serving 
Pacific coast ports; and 
Whereas such amendment was based upon the fact that the security of the 
United States requires a healthy and vigorous shipbuilding industry on the Pa- 
cific coast; and 
Whereas this 6-percent differential has made possible some revival of ship- 
building in west coast yards; and 
Whereas the employment of shipyard workers has not been increased to any 
great extent as a result of these contracts; and 
Whereas materials, machinery, and equipment costs are notably higher on the 
west coast; and 
Whereas H.R. 9899 would extend the allowance of a 6-percent differential for 
bids of west coast shipyards for the construction of all subsidized maritime ships 
regardless of the location of the home port of the steamship company or the ports 
of call: Now, therefore, be it 
Resolved, That the city council of the city of Sausalito supports the adoption 
of this legislation in order that our shipbuilding industry may regain its posi- 
tion as an operating segment of our economy. 
Done at a regular meeting of the city council of the city of Sausalito, held 
on Tuesday, the 17th day of May 1960, and adopted by the following vote: 
Ayes: Councilmen Brady, Harris, Keeney, Sievers and Mayor Ehrlich. 
Noes: Councilmen: None. 
Absent: Councilmen: None. 
Attest: 
Puit J. ERLICH, Mayor. 
[SEAL] AMELIE L. Smitu, City Clerk. 


REsoLuTIoNn No. 1530 
(Resolution concerning price restrictions on Liberty ships) 


Whereas the city of Oakland mayor’s committee in an endeavor to alleviate 
unemployment in local shipbuilding areas and distressed conditions in the ship- 
yards has surveyed the condition of the ship scrapping industry in the nine bay 
area counties; and 

Whereas unemployment in bay area shipyards is alarmingly high; and 

Whereas the Governor of California has extended the period during which 
unemployment compensation insurance may be paid from 26 to 39 weeks because 
unemployment in the State has reached 6 percent of the working force; and 

Whereas a demonstration by unemployed members of nine international unions 
occurred in San Francisco on Thursday, March 31, 1960, at a meeting addressed 
by Congressman Jack Shelley and Congressman George P. Miller; and 

Whereas the minimum price of Liberty ships offered for sale scrapping in 
the United States by the U.S. Maritime Administration is so high that it is 
uneconomie to scrap such ships in this area, and therefore many offerings of 
Liberties are not bid by local shipyards or by salvage yards; and 

Whereas it is felt that if the Maritime Administration would reduce the mini- 
mum price from $70,000 per vessel to $25,000 per vessel it would become econom- 
ically feasible to scrap the many Liberties that should be scrapped, and thus 
provide sorely needed work for bay area yards in particular and Pacific coast 
yards in general; and 

Whereas a price of $70,000 per vessel and a scrap weight of approximately 
3,200 tons produces a cost per ton of approximately $22, to which must be added 
approximately $16 a ton for breaking costs and $7 for insurance, handling and 
transportation, or a total cost per ton of about $45; and 

Whereas scrap of this grade can be sold currently for at most $34 a ton in 
the Bay Area thus discouraging the purchase of Liberties for scrapping; Now, 
therefore, be it 
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Resolved, That the city council of the city of Sausalito respectfully requests 
the U.S. Maritime Administration to lower the price restriction on Liberty ships 
for scrapping from $70,000 to $25,000. 

Done at a regular meeting of the city council of the city of Sausalito, held on 
Tuesday, the 17th day of May 1960, and adopted by the following vote: 

Ayes: Councilmen Brady, Harris, Keeney, Sievers and Mayor Ehrlich. 
Noes: Councilmen: None. 
Absent: Councilmen: None. 


Attest: 
Pui J. Enriicu, Mayor. 
[SEAL] AMELIE L. Smitu, City Clerk. 
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